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alone Tells ABA 
f Transitions Under 
ow Regulatory Laws 


peylvania Giieheleen Cites 
pmmissions, Interstate Rating 
‘Among Present Problems 


NDS FIRE INSURANCE 


Businessmen Have Always 
Better Job Than Public 
cials of Conducting Business 


feps taken in the last few years in 
Pshift from self-regulation of insur- 
fe to operation under administrative 
fof the states and Federal Govern- 
it were reviewed by Insurance Com- 
Sioner James F. Malone, Jr., of Penn- 
fania when he addressed the Insur- 
Section of the American Bar As- 
ation at Seattle, Wash., on Septem- 
(8. He touched on several problems 
to be solved, including those of 
ission rates and interstate rating. 
bncluding, Commissioner Malone 
ed that as “the history of our sys- 
of free enterprise proves conclu- 
fly that no public official or group of 
lic officials have ever been able to 
as good a job 6f running American 
ness as have the businessmen 
ce, government control and regula- 
of business, when necessary, should 
end only to that degree which is de- 
nded for the protection of society as 
hole.” 
Developments leading to the Su- 
me Court decision in the South- 
Btern Underwriters Association case 
reviewed by Commissioner Ma- 
He takes the position that not by 
means were all the restrictions and 
s which the insurance industry 
it up over the years of evil intent. 
ny were necessary for protection of 
th the public and the business, even 
ugh the Federal indictment in the 
A case alleged that nearly every 
itriction was a law violation. 


Non-Competitive Rates 


‘Around the turn of the century when 
ling organizations began to be formed 

non-competitive rates became the 
epted custom, there was, of course, 
regulation of the price aspects of in- 
ance,” Mr. Malone said. “State in- 
ance departments were occupied more 

problems of solvency of the compa- 
ss rather than their rating activities. 
ithe idea of non-competitive rates were 


(Continued on Page 28) 





Dept. 
bkers & Agents 
brine Dept. 

alty & Surety...................... = 











NEW YORK, FRIDAY, SEPTEMBER 10, 1948 














$5.00 a Year; 25c. per Copy 


Worthwhile Hings deserve the best in protection T. I. P ar kinson Gives 


THERE’S NO PLACE LIKE HOME 
— FOR AN ACCIDENT 


Caution and luck are not enough. 
Accidents do happen in the best 
regulated families. Remember: 
More accidents occur in homes than 
in industry or on the highways. 
Accidents are becoming more ex- 
pensive. You can soften the blow 
when they strike by seeing that 
your client—his family—have the 
best in protection with the broad 
coverage of a London & Lancashire 
Accident Policy. 





y tHe London & Lancashire 
) Lonon s GROUP 
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croup THE LONDON & LANCASHIRE INSURANCE COMPANY, LTD. @ ORIENT INSURANCE COM 
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Office in His Hat... 


To some extent you can judge a prospect’s ability to pay 
premiums by learning how much investment he has had to make 
in his business. ‘This point is not always self-evident and often a 
very prosperous business man does not have an office let alone sit 


in it dressed in style. 


A visitor to a fishing town in New England happened to see a 
man in dungarees drying a large fishing net in a meadow. Upon 
remarking that the net was so large that it must have cost quite a 
bit he learned from a native that the net was worth $3,000 and 
that the man in dungarees owned a number of these nets. Further- 
more, said the informant, the fishing boat which carried these 
nets to work and brought back the haul had cost over $100,000, 
and the man in dungarees owned more than one of them. 


The visitor went his way making some rapid calculations as to 
how much capital that man had invested in serious business. But 
what he bore in mind most of all was that there must be many 
prospects for life insurance who wear dungarees while at work. 


THE PENN MUTUAL LIFE INSURANCE CO. 


JOHN A. STEVENSON 
President 


INDEPENDENCE SQUARE, PHILADELPHIA 








N.Y. Times Answers 
To Monetary Queries 


Based on Bankers’ and Bank 
Economists’ Survey on Money 
Management 
INFLATIONARY INFLUENCES 
Federal "RS Board Should Be 
Supreme Court of Monetary Mat- 
ters, Says Equitable President 


Results of a survey by a group of 
thirty leading bankers and_ banking 
economists relative to problems of 
money management have been made 
public. Although not a participant in 
the original survey President Thomas I. 
Parkinson of Equitable Society con- 
sented last week to answer its questions 
in order to permit a comparison of his 
views with those of the bankers. Presi- 
dent Parkinson has been a critic of the 
Government’s monetary policy, and in 
recent statements has been at odds with 
the opinion of numerous banking repre- 
sentatives. 

Questions and Answers 

Mr. Parkinson’s answers were given 
to George A. Mooney, a financial writer 
of New York Times and were published 
in the Times last Sunday. The ques- 
tions of the Times, together with the 
Parkinson replies, in part follow: 

1. Would a further increase in the 
Treasury’s twelve-month borrowing rate 
be worth the cost as a means of help- 
ing curb inflationary tendencies? 

Mr. Parkinson: No, but an increase 
in the rate on a long-term issue, fund- 
ing some part of the present short-term 
debt would be helpful to the Treasury 
and anti-inflationary. 

2. In your judgment, have the moves 
of the monetary authorities over the 
last year or so actually had any ap- 
preciable influence upon the total vol- 
ume of bank loans, aside from loans to 
brokers and dealers? 

Mr. Parkinson: No, and the only 
moves that the monetary authorities 
could take under existing law which 
would have an influence on total bank 
loans would be to stop the conversion 
of bank-held government loans into 
reserves which enable the banks to 
make loans of five times the amount of 
the bonds sold and action by the bank 
examiners to curb term loans and mort- 
gage loans which ought not to be made 
out of newly created bank funds. 

Present Level Rates Harmful to 
Economy if Long Continued 

3. If most interest rates remain at 

roughly present levels over a period of 


(Continued on Page 9) 
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In the past 35 years, the death rate from 
disease among children 1 to 14 years of age 
has been reduced more than 80%. Today, 
accidents, in the home and out, are the lead- 
ing cause of death in childhood. In addition, 
thousands of children are temporarily or 


permanently crippled by accidents each year. 

Fortunately, many accidents can be pre- 
vented. Parents can do most to guard their 
children’s health and happiness by removing 
possible causes of accidents, and by estab- 





1. Burns cause most fatal home accidents. So it’s 
wise for parents to turn the handles of pots on a 
stove so they can’t be reached, to keep matches in 
a safe place, and to place a sturdy screen around 
a fireplace or unguarded heater. 





a Safety in the streets is extremely important. 
Children should learn to cross only at crossings, to 
obey traffic lights, to look both ways before step- 
ping into the street, and to face traffic if they 
have to walk on a road. 


children by setting a good example and by show- 
ing them safe ways to work and play. If,.in spite 
of all your precautions, your child seems to have 
more than his share of accidents, it may be a 
good idea to consult your family doctor. Some- 
times accidents may be caused by physical or 
mental conditions which he can help correct. 

To learn more about protecting your child, 
send for Metropolitan’s free booklet, “Help Your 
Child to Safety.” 





Parents can also be helpful in protecting their 
















2. Falls head the list of serious nonfatal acci- 
dents. Parents can help prevent falls by providing 
a storage place for toys, so that they won’t be left 
on the stairs, or on the floor. Windows should be 
guarded, and stairs and halls well lighted. 





5. Bicycle riding can be much safer if children 
know and obey such rules as keeping to the right 
and signaling for turns. Parents should be sure 
the bicycle has good brakes, a warning bell, a 
front light and rear reflector. 
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TO VETERANS—IF YOU HAVE NATIONAL SERVICE LIFE INSURANCE—KEEP IT! 















lishing common-sense rules of safety. 











3. Check your home for other. ways to make it 
accident-proof. Try to keep poisons, knives, and 
scissors where young children can’t reach them. 
Guns and ammunition should be locked away, 
Electric cords should always be in a safe condition. 





6. Drowning accounts for many accidental 
deaths. That’s why a grownup should be present 
whenever children are playing in or near the 
water. During the winter, parents should regularly 
check ice conditions where children skate. 
























Tuis advertisement is one of a continu- 
ing series sponsored by Metropolitan in 
the interest of our national health and 
welfare. It is appearing in two colors in 
magazines with a total circulation in excess 
of 34,000,000 including Collier’s, Time, 
Saturday Evening Post, Ladies’ Home 
Journal, Good Housekeeping, Cosmopoli- 
tan, McCall’s, American Magazine, 
Woman’s Home Companion, National 
Geographic, Parents’, and Redbook. 
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Unlimited Individual Security Source 


Mutual Li 


Patterson Sees Insurance Market as 


By CLarENCE AXMAN 


Life insurance in itself is now and 
always has been a symbol of the indi- 
vidual’s desire to strengthen his own 
economic position, said Alexander E. 
Patterson, president of Mutual Life, in 
addressing the national conference of 
the company’s Top Club meeting in 
Mackinac Island, Michigan, last week. 

“More and more we hear from men 
in industry and the professions that the 
bulk of their own personal economic 
strength lies in their life insurance. It 
seems to me that this is a symbol of 
the individual’s moral integrity, his de- 
sire to fulfill his obligation toward 
others and to stand on his own feet in 
doing so. Finally, it is the symbol of 
his abiliity to follow a_ consistent 
planned program towé ard the ends he 
has in mind. 

Life Insurance Ownership Part of 

America’s Success Pattern 

“T believe that most Americans are 
capable of following a pattern of suc- 
cess if they are shown the road, and 
as | have pointed out, life insurance 
should be a very important part of that 
pattern. Frankly, it follows that if Mr. 
Average American does not have ade- 
quate life insurance coverage it is either 
because we have not shown him an in- 
telligent way to have it or because he 
cannot pay for it. Undoubtedly, lack of 
purchasing power may be the reason for 
foalficient life insurance coverage in 
many cases, but it is becoming less and 
less a reason.” President Patterson said 
the market which the Mutual Life is 
attempting to cover has tripled in eight 
years. “If this be the case, why is it 
that on the average, Americans today 
are insured for only about’ eleven 
months and three days of actual in- 
come?” he asked. “What are the bene- 
fciaries going to do for the rest of 
December, including Christmas, and for 
the many years which are to follow? 
If the purchasing power is there, and it 
undoubtedly is, doesn’t the re sponsibility 
to fill that need rest squarely upon us? 

“From all of this, can we not reach 
a conclusion that the market for new 
life insurance is unlimited, at least in 
our lifetime? If we have the individual 
strength which is so important, and the 
drive within ourselves which is so diffi- 
cult to create and the training which 
can be acquired, to maintain a daily 
schedule of calls and interviews, is 
there any reason to think that success 
in this great business of ours has any 
real limig? While we may all agree with 
the motto of the 1948 Olympic Games 
that ‘the essential thing in life is not 
conquering but fighting well’ it is also 
true that he who fights well in this 
game of life does gain the prize. Great 
success, whether for an individual, an 
institution, an industry or even a nation, 
is essentially a by- product of a certain 
pattern of working and living.” 


Characteristics of Field Leaders and 
Managers 
In discussing leaders of the company 
Mr. Patterson discussed the qualities 
and operations which brought them to 
the top. He said that these included 
long hours of careful planning, day after 
tay of energetic effort, overcoming of 
discouragements, plus a creative imagi- 
nation seldom required in any other 
business. Without a sound agency force 


no company has ever made real, lasting 
progress. 

He then discussed the field managers. 
is one who 


An able manager, he said, 


ALEXANDER E. 


PATTERSON 


can weld a strong corps of agents who 
can serve the public honestly and ca- 
pably in all matters relating to their 
life insurance problems. He character- 
ized an intelligent manager as one who 
knows enough “to keep out of the 
way” of a successful producer, but, like- 
wise, knows when it is proper to jump 
in and help him when he begins a 
slump. A sympathetic manager is one 
who knows when to give his men a lift 
and how to do it. 

“All of this sounds quite simple, but 
the job of running a successful life in- 
surance agency is one of the most diffi- 
cult posts in the daily business life of 
our country,” he said. “Just as every 
business must show progress so must 
every agency do so. This means the 
injection of new blood each year. In 
selecting new agents the manager must 
take only those who appear to have a 
better than an even chance of success in 
the life insurance business. Those se- 
lected must have high character and in- 
tegrity, be carefully trained and be 
taught the life insurance fundamentals. 
The public is entitled to the highest type 
of service from agents. All connected 
with life insurance—home office or field 
—must be worthy of the confidence the 
American public places in life insurance, 
and all should work as a team for the 
benefit of the entire body of policy- 
holders.” 

During his address to the Top Club 
President Patterson said that in the 
seven years from January 1, 1941, to 
December 31, 1947, the company’s sur- 
plus has increased from $27,700,000 to 


$132,700,000. 


Company’s Strength Depends on 
Nation’s Strength 


In closing Mr. Patterson said that just 
as the security of policyholders depends 
upon the strength and security of the 
company it is likewise true that the se- 
curity of the company depends upon 
the strength of the nation. 

“Today many Americans may be 
doubting the strength of their country,” 
he said. “They fear inflation; they fear 
a depression; they fear a fifth column; 


(Continued on Page 6) 





Mutual’s New Building 
To Open in Mid-1950 


WILL BE 25 STORIES TALL 
Hugh S. Robertson, Former Rockefel- 


ler Center Managing Director, 


To Be Building Consultant 


In discussing the new home office the 
Mutual Life will erect in New York 
City on Broadway between Fifty-fifth 
and Fifty-sixth Streets, President Alex- 
ander E. Patterson told the Mutual 
Life’s Top Club Conference in Mack- 
inac Island last week that the building 
will be twenty-five stories tall. He said 
that the present home office buildings of 
the company are outmoded. They date 
from 1882. As early as 1939 a special 
building committee of trustees was ap- 
pointed to consider a new home office 
structure. The war and a variety of 
other matters caused delay, but during 
the whole period the matter was studied 
continuously and late last winter it was 
decided to build a structure for the com- 
pany’s own occupancy with sufficient ad- 
ditional space to take care of its esti- 
mated requirements for another half 
century. 

Hugh S. Robertson, Building Consultant 


The company already owned the site 
on which the new home office will be 





fe Top Club at Mackinac Island 


built. It is in the heart of New York 
City’s subway system. Three of every 
four persons employed by Mutual use 


subways to reach the office. Mr. Pat- 
terson estimated the company would 
save from $350,000 to $500,000 a year in 


insurance operations alone by providing 
an efficient modern layout of space and 
that would result in substantial savings 
for policyholders as well as providing 
the best possible working conditions. 


Shreve, Lamb & Harmon will be the 
architects and Turner Construction Co. 
the builders. In addition, the Mutual 
Life will have as consultant in building 
matters Hugh S. Robertson. After be- 
ing a member of the firm acting as gen- 
eral contractors for the building of 
Rockefeller Center in New York, Mr. 
Robertson has been the managing di- 
rector of that enormous project for the 
past ten years. J. McCall Hughes, comp- 
troller of Mutual Life, will be the com- 


pany officer having responsibility for 
the building construction age 
The new building will be dignified in 


appearance and ready for occupancy 
some time in the summer of 1950. 


‘Being uptown I believe it may be 
much more convenient for our out-of- 
town visitors,” said Mr. Patterson. “We 
promise you available space where you 
may telephone in private, dictate mail, if 
necessary and generally make you feel 
very much at home.” 


Roger Hull Discusses Heads of Families 


Says They Are Foundation of Free Society; Agents’ Respon- 
sibility Is to Make Sure That They 


Have Protection 


Addressing the 150 top field men of 
the Mutual Life at meeting of the com- 
pany’s top producers, Roger Hull, vice 
president and manager of agencies, un- 
derscored the importance of the “man 
with a family” in the structure of the 
nation. He declared that they were the 
very foundation of free society and said 
there are 11,500,000 family men between 
the ages of 20 and 54 earning more than 
$3,000 a year. Half of these men earn 
more than $4,000 a year. They repre- 
cent one-third of all city and _ rural 
families, aand yet they receive more 
than 50% of the total income paid to in- 
dividuals, 

The families in this age- 
and-income bracket, he went on, is 
“more than three times greater than it 
was in 1940 and it is still growing. Ac- 
cording to the best estimates available, 
the number of new families formed will 
continue to increase at least until the 
late 1950's. At the same time, the num- 
ber of unmarried men and women in re- 
lation to total population has been de- 
creasing since 1890 and has reached the 
lowest level in the nation’s history this 
year.” 

Contributing to the 
growth” of family units have been in- 
creased incomes, more marriages at 
younger ages and a shift in income 
from high to middle income groups, he 
explained. “The fact that many family 
men have recently been married, re- 
cently improved their incomes and re- 
cently had children has increased the 
need for life insurance today and for 


number of 


“phenomenal 


many years to come,” Mr. Hull de- 
clared. 
Of the family men between 20 and 54 


years, 8,000,000, earning more than $3,000 
a year have from one to three children 
under 18 and another 1,000,000 have four 
children or more, Mr, Hull said. Three 
quarters of all professional people, busi- 
ness managers and business owners are 
among these family men, he continued. 





ROGER HULL 


About two-thirds of the families own 
their own homes, he pointed out. 
The best way for life insurance agents 


to assure the security of the family unit 
is to offer the “man with a family” life 
insurance as it “fits his needs,” Mr. Hull 
asserted. The size and purchasing power 
of the family unit, he said, “hold the 
key to progressive merchandising plans, 
not only of companies in the life insur- 
ance business but of major industries 
throughout the country.’ 

Producers of consumers goods are now 
stressing quality and service “because 
they have learned that the American 
public is more interested today in qual- 
ity, workmanship and service,” Mr. Hull 
said. The public, he continued, is inter- 
ested in “functional design in the things 

(Continued on Page 6) 
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NAIC Committees 

Appointed by Larson 
SEVERAL NEW CHAIRMEN NAMED 
Dineen Heads Life Committee, Shield 


Fire & Marine Committee, Forbes 
Rates and Rating Organizations 








Members of committees of the Na- 
tional Association of Insurance Com- 
missioners are announced by President 
J. Edwin Larson of Florida who was 
elected to head the organization at the 
annual meeting in June in Philadelphia. 
Most committee chairmen who served 
under the preceding president, Commis- 
sioner Seth B. Thompson of Oregon, 


are retained but some changes have 
been made. 
W. Lee Shield, Ohio, is now chair- 


man of the fire and marine committee; 
Robert E. Dineen, New York, chairman 
of the life committee; Charles F. J. 
Harrington, Massachusetts, heads the 
committee on valuation of securities; 
James M. McCormack, Tennessee, is 
chairman of the workmen’s compensa- 
tion committee; David A. Forbes, Mich- 
igan, now NAIA vice president, heads 
the committees on Federal legislation 
and rates and rating organizations, and 
James F. Malone, Jr., Pennsylvania, is 
chairman of the uniform accounting 
committee. 

Following is the personnel of all com- 
mittees: 

Accident and Health 

Donald Knowlton, New Hampshire, 
chairman; Wallace K. Downey, Cali- 
fornia, vice chairman; N. P. Parkinson, 
Illinois; Luke J. Kavanaugh, Colorado; 
George B. Butler, Texas; James M. 
McCormack, Tennessee; Leslie L. Gwalt- 
ney, Jr., Alabama; Frank Sullivan, Kan- 
sas; Claude A. Hanley, Maryland; Zack 
D. Cravey, Georgia; Owen G. Jackson, 
Missouri; Bernard R. Stone, Nebraska; 
R. F. Apodoca, New Mexico, and Arm- 
and W. Harris, Minnesota. 

Subcommittee on Minimum Benefits 
and Policy Contents—Downey, Parkin- 
son and Stone. 

Blanks 

Walter Robinson, Ohio, chairman; 
McCormack, vice chairman; Parkinson; 
Seth B. Thompson, Oregon; Harring- 
ton; W. A. Mueller, South Dakota; E. 
A. Faircloth, Florida; Albert Burger, 
Minnesota; C. B. Coulbourn, Virginia; 
Russell O. Hooker, Connecticut; Joseph 
F. Collins, New York; George H. Mc- 
Ateer, Washington; Earl L. Berger, 
Pennsylvania; L. H. Sanford, Michigan; 
W. H. Sherin, Iowa; Clifford D. Spang- 


ler, Nebraska; Francis T. McGovern, 
Rhode Island; Richard M._ Fenker, 
Mississippi; W. Harold Bittel, New 
Jersey; J. R. Maloney, California, and 


A. ibs Good, Missouri. 
Subcommittee No. 1—Parkinson chair- 
man; Mueller and McCormack. 
Subcommittee No. 2—Parkinson chair- 
man; Harrington and Thompson, 


Casualty & Surety 


George A. Bowles, Virginia, chair- 
man; Hanley, vice chairman; Parkin- 
son; John D. Pearson, Indiana; J. P. 


Gibbs, Texas; 
Kenzie, Arkansas; Donald A. Hemen- 
way, Vermont; David B. Soule, Maine; 
C. P. Thurman, Kentucky, and Wade O. 
Martin, Louisiana. 

Subcommittee — McKenzie, chairman; 
Bowles and Parkinson. 

Examinations 

William P. Hodges, North Carolina, 
chairman; Thompson, vice chairman; 
W. Ellery Allyn, Connecticut; Bowles; 
Cravey; Harris and McKenzie. 

Subcommittee on qualifications of ex- 
aminers, preparation of manual and ex- 
amination of rating organizations— 
3owles, chairman; Harris and Thomp- 
son. 

Fire & Marine 

W. Lee Shield, Ohio, chairman, Jesse 
L. White, Mississippi, vice chairman; 
Thurman; George A. Bisson, Rhode Is- 
land; Harrington; Marvin Hall, Texas; 


(Continued on Page 21) 





San Diego General Agent 
For National Life of Vt. 





Courtney Studios 


. WILLIAM KNIBBS, III 


National 
the 


Life of Vermont announces 


establishment of a new general 
agency in San Diego, Cal., and the ap- 
William 
The 


four southern counties, San Diego, Im- 


pointment of J. Knibbs as 


general agent. agency will serve 
perial, Orange and Riverside. 

this Mr. 
Knibbs was assistant general agent of 
the Robert P. 


of the 


Previous to appointment 
2 -— . ~~ “ ~ 
surroughs general agency 


company at Manchester, N. H. 


Continental Assurance 
TDB Plan for N. J. 


TO WRITE FROM 4 LIVES UPWARD 
Company Will Submit All Proposals for 
This Type of Business Through 
Its General Agents in State 





Harlow G. Brown, vice president of 
the Continental Co., an- 
nounces that the company’s program for 
writing business under the New Jersey 
temporary disability benefits law has 
been prepared and submitted to its gen- 
eral agents in that state. 

Recognizing that the new law requires 
that every employer with four or more 
employes in New Jersey must provide 
cash sickness disability benefits for 
them, Continental expects to underwrite 
throughout the state, private plans for 
four or more lives. Such plans will pro- 
vide indemnities based on _ salary 
brackets, the maximum being governed 
by the average earnings for a_ given 
group of employes. For all cases the 
premium will be 1% of the employer's 
“insured payroll.” Normally this will be 
the identical payroll which the employer 


Assurance 


must continue to report to the state’s 
Unemployment Compensation Commis- 
sion, 

Vice President Brown also stresses 


that all proposals for TDB business will 
be submitted through Continental As- 
surance’s general agents in New Jersey, 
namely: Thomas C. Auld, Trenton; 
Philip C. Belber, Newark; Roosma 
3ros. agency, Passaic, and C. J. Simons 
& Co., Newark. 
Commissions Payable 


It has been decided that on this class 
of business the company will pay pro- 
ducer commissions on the standard true 
group scale but if desired, a level com- 
mission will be available as an alterna- 












Eighty-one years have passed since February 9, 1867, 
when the Equitable Life of Iowa issued its first policy. 

During the intervening decades, the company and 
its field representatives have served well and faithfully 
the essential life insurance needs of policyholders and 
prospects. The company’s sound, progressive manage- 
ment, and the able and conscientious efforts of its field 
force, have contributed to the ever increasing prestige 
of Life Insurance as an institution. 

In the days to come, the Equitable of Iowa pledges 
a strict and continuing adherance to the spirit of trustee- 
ship which has dominated its every transaction with the 


insuring public. 


Equitable Life of lowa 


Founded in 1867 in Des Moines 
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WANTED 


SUPERVISOR for the life depart. 
ment large general agency, New 
York City. State age, experience, 
Salary and commission. 


FIELD SUPERINTENDENT, large 
aggressive life insurance com- 
pany, traveling Eastern seaboard, 
Field experience not compulsory, 
Age 30 to 38 preferred. 


Write 
H. G. BROWN 
76 William Street 
New York 5, N. Y. 














tive. In anticipation of a large volume 
of TDB business, and particularly in 
the period from October 1 to Decem- 
ber 31, 1948, Vice President Brown ad- 
vises that all possible assistance will be 
given to New Jersey producers of the 
company through the agency staff of 
Continental’s eastern department. 

The New Jersey temporary disability 
benefits law becomes effective January 
1, 1949, at which time all employers 
coming under the provisions of the act 
must have provided the basic insurance 
coverage under the act for their em- 
ployes. It is estimated that some 30,000 
employers in the state will be required 
to buy the insurance. 





THURMAN HAVING BIG YEAR 





Mutual Benefit’s General Agent in 
Newark Ranks Eighth Countrywide; 
Opening District Offices 


B. C. Thurman, general agent of the 
Mutual Benefit Life at 744 Broad Street, 
Newark, is in the midst of one of the 
best years in the agency’s long career. 
In paid-for volume it is substantially 
ahead of 1947 as of August 31, and the 
latest available home office production 
record showed the Thurman agency in 
eighth place among agencies of the 
company countrywide. 

Proud of his agency building results, 
Mr. Thurman has augmented his full 
time staff this year by six agents, all 
newcomers in the life insurance busi- 
ness. One of them, Roland Holmgren, 
stood fifth in production on July 31 
among the first year men of the Mutual 
Benefit. 

Having completed his quota*of new 
agents for the year, Mr. Thurman plans 
to expand his agency’s scope this fall 
by opening district offices. One such 
office has already been established at 
Trenton with Spencer F. Barber as its 
manager. Mr. Barber was new to life 
insurance when he joined the Thurman 
agency a year ago. District offices are 
also planned for Plainfield and Eliza- 
beth. 


Williams S. Drewry Dead 


William S, Drewry, for many years 
general agent at Richmond, Va., for 
the Mutual Benefit Life, died in that 
city September 5. He was also general 
agent there for a time for the Connecti- 
cut General. He retired some years ago 
from active work. Born in Southampton 
County, Va., 78 years ago, he was edu- 
cated at the University of Virginia and 
Johns Hopkins University. He held a 
Ph.D. from this institution. His widow 
survives, also two sons, 
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Mutual Life at Mackinac Island 





Tells of Mutual Life’s 
New Investment Outlets 


OLIVER M. WHIPPLE’S ADDRESS 





Increases Residential Mortgage Port- 
folio; Mortgages on Farms, Ranches; 
Realty for Investment Purposes 





Oliver M. Whipple, financial vice 
president, Mutual Life, told members of 
the Mutual Life’s Top Club, meeting at 
Mackinac Island last week, of the seek- 
ing and using new investment outlets on 
a broad front. 

“Perhaps the most important new ave- 
nue of investment is the residential 


mortgage which we have been actively 





OLIVER M. WHIPPLE 

pushing since the close of the war and 
such mortgages began to become avail- 
able,” he said. “Our efforts in this 
direction have resulted in an increase in 
our portfolio of mortgages outside of 
he city of New York of $102 millions 
since the end of 1945 of which we esti- 
mate between $80 and $85 millions are 
residential. Other new fields we have 
entered are the acquisition of real estate 
for investment purposes which have 
aggregated in actual purchases and com- 
mitments $36.6 millions since the law 
was amended in April, 1946. Mortgages 
on farm and ranch properties have 
grown from zero the end of 1945 to 
$5.2 millions today and hold promise of 
further and steady growth from now on. 


at 


Corporate Securities 


“In the field of corporate securities 
we have redoubled our efforts to find 
satisfactory term loans in various fields 
of industry and in particular have de- 
veloped two fruitful outlets in the fi- 
nance and small loan company field, and 
in loans to producing oil and gas com- 
panies secured by oil which is in the 
ground. Furthermore, as a stimulus to 
the safest and most profitable type of 
investment that an insurance company 
can make we have adjusted the rates 


on loans to our policyholders to a more 


T. J. Watson, Jr., Stresses 
Cold Canvass Selling 


TALKS TO MUTUAL LIFE AGENTS 





International Business Machines Cor- 
poration’s Vice President Stresses 
Positive Attitude for Salesman 





Thomas J. Watson, Jr. recently 
elected a trustee of Mutual Life (its 
youngest trustee), and who is vice presi- 
dent and a director of International 
Business Machines Corp., attended the 
Mutual Life’s Top Club conference in 
Mackinac Island last week. He said he 
had always been interested in salesmen 
which he declared was natural as his 


THOMAS J. WATSON, JR. 


father, president of IBM Corp., had 
started as a salesman fifty-four years 
ago. 

“He sold pianos, organs and sewing- 
machines,” the speaker said. “Then, 
thirty-four years ago, his association 
with IBM started. He regards it as the 
highest compliment to be called a good 
salesman.” 

Mr. Watson stressed the necessity of 
salesmen constantly exposing themselves 
to the public. “There is a direct rela- 
tionship between the number of calls 
and number of sales,” he continued. 
“Although some such calls are more 
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The VOLUMB 
LIFE 


BOSTON, 





JUVENILE PLANS 


$< 


IAN NATIONAL 
INSURANCE Zanyany 


MASSACHUSETTS 


Low-cost Endowments for College funds — 


Thrift plans and low-cost life-long protection. 


BUILT ON INTEGRITY — GROWING ON SERVICE 





——— 





successful than others, the more calls 
made the quicker a success pattern will 
evolve, and remember that cold canvass 
calls are valuable in many aspects, es- 
pecially if they are later analyzed. Each 
call should be better than the last one 
with constantly improved technique. 
The approach of the good salesman is 
positive; of the poor salesman, nega- 
tive. That’s why the poor salesman al- 
blames the prospect if the call 


ways 
fails, while the good salesman blames 
himself. The good salesman feels his 


responsibility, and in life insurance that 
responsibility is that of furnishing 
needed protection. The keener the 
sense of responsibility the more enthu- 
siasm to make the sale if generated.” 

A graduate of Brown University Mr. 
Watson joined IBM as a salesman in 
1937. During the war he spent five 
years in Army Air Corps, starting as a 
private and being discharged as a lieu- 
tenant colonel. He is on many boards 
and is also a member of the advisory 
committee, New York University-Belle- 
vue Medical Center Fund. 


Roger Hull Talk 


(Continued from Page 3) 


they buy. It is even more important to 
provide functional design in the sale of 
life insurance because it must be offered 
as a. professional service.” This he said, 
“has become increasingly true now that 
Social Security, National Service Life 
Insurance, and retirement plans of busi- 
ness organizations are so firmly estab- 
lished.” 

Harry B. Cadwell, Western division 
superintendent, was chairman of the 
Mackinac Island conference. 





realistic and practical level with a view 
to improving the over-all return on 
such loans. 

“We have been constantly trying to 
improve our methods of analyzing and 
appraising all factors surrounding a 
given investment and are attempting to 
delve deeper into the fundamentals so 
as to formulate better judgments. We 
have been emphasizing diversification by 
areas, loan sizes, loan types, etc., with 
the particular purpose of determining 
what categories and types should be 
stressed in our investment activities. 
For this purpose we rely extensively on 
the research department which is con- 
stantly preparing studies of various 


kinds designed to facilitate the formu- 
lation of investment policy. For ex- 
ample, in connection without mortgage 
lending program, exhaustive analyses of 
every major population center in the 
country were undertaken several years 
ago and has resulted in a rating sched- 
ule for such cities and towns on which 
is based the volume and extent of our 
mortgage loan activity in a given area. 

In 1947 the Mutual made a gross in- 
vestment of $334.6 millions as follows: 
in securities of all kinds, $244.4 mil- 
lions; in urban mortgages, $68.8 mil- 
lions; farm mortgages, $2.7 millions; and 
in real estate acquired for investment, 
$18.7 millions. 


—, 


President Patterson 
(Continued from Page 3) 


they fear a police state, and they cal 
our social evolution an insidious revolu- 
tion. It is probably true at the momen: 
that we have, here and there, a touct 
of some of each of these but put to. 
gether nothing indicates to me that ou: 
country is in the least weak. There js 
not the time to go into all of the phases 
of America’s strength, but just take : 
moment to reflect upon the enormity oj 
our natural resources, our vast reaches 
of productive farmlands, our mills, our 
shipping industry, our communication 
system, our air supremacy, and the po- 
tentiality of our people which was 
proven conclusively in the sudden 
vast production during the last war, Ti 
me there seems no real cause for hys- 


so 


teria—alarm only cripples—it _ never 
strengthens. 
“We must be alert to the social 


changes now crystallizing into a work- 
able pattern after the world’s greatest 
war. We must be intelligent to cope 
with the varying intricacies of the in- 
numerable perplexing national and in- 
ternational problems as they arise. We 
must be courageous to check any in- 
fluences which might sidetrack our fun- 
damental purposes or undermine out 
Government. 

“We, as Americans, want our country 
to be strong. What can we as individ- 
uals do to make certain that America 
will be kept strong and that she will 
continue to follow the ideals she has 
followed for over a century and a half? 


Importance of Strong, Able, Honest 
Government 


“May I suggest that you can continue 
to do the work you are now doing be- 
cause life insurance is one of the firmest 
pillars of free enterprise in a free so- 
ciety. But, you can do more. You are 
the leaders in your communities or you 
wouldn’t be at this meeting. Your busi- 
ness requires that you contact many 
others daily. Just as your limits of busi- 
ness ability are expanding so is your 
field of personal influence expanding. 
Directly or indirectly you _ influence 
people. We all recognize that to have 
a strong country we must have a strong 
government. And, a strong government 
can only come from the men elected to 
serve it, and we may be thankful that 
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we still have the right to select them. 
If everyone would decide to send from 
his community only the most capable 
and honest men that could be found to 
represent him in government we would 
have fine administrators and a strong 
government. _ You and your friends, 
they and their friends, ad infinitum, can 
study and single out the finest material 
(revardless of race, color, creed or po- 





Tg Rie party affiliations) to go to Wash- 
ington to represent your community and 
thus make our government strong and 
truly representative of America. 

“Tf our government and our country 
are strong, you can be certain that your 
company will reflect their strength—as 
it does today. So, my hope is that you 
and your friends and their friends will 
not sit back this year and wait to see 
what happens, but rather that you will 
all be activated by remembering that, 
more than in any other. year, in an 

neni election year, you can choose the per- 

connie! of your administrators and thus 
achieve the results that you may wish 

. for yourselves, your business and your 

on country. And, now that the influence of 

3) America is expanding—you may also 
choose what you may think is best for 

they cal the world. 

iS. revoly. “But lastly and what may be most im- 

: momen portant of all—I urge that. you have 

a toucl faith. Faith in yourselves, faith in your 

t put tof country, faith that our ideals and the 

that ou: democratic way of life will continue and 

There i faith in faith itself—but we must al- 

he phases# ways discipline ourselves to translate 

t take aff faith into works. 

ormity o! “This is indeed the essence of our 

t reaches life work as insurance men and women. 

nills, our We plan the future of thousands, yes, 

unication ff millions, firm in the belief that we have 

1 the po-™ built a great structure in our country— 

lich was} our institution of life insurance. May 

> suddenff our faith always be equivalent in 
war, Ti strength to that structure and to the 
for hys- glory of America.” 

t never sap aatieos SRA beads 

e soci!’ H. L. Seal Made Actuary of 

ple National Life of Canada 
to cope Hilary L. Seal, after nine years in 
| the in-@ statistical work with the British Ad- 
and in-@ miralty, has been appointed actuary of 
rise. Weff National Life Assurance Co. of Canada. 
any in-™@ He has been active with the Institute 
our fun-@ of Actuaries, a member of Council of 
ine our™f Royal Statistical Society and for three 

years was editor of “Journal of the In- 

- country @ stitute of Actuaries Students’ Society,” 

individ: 2 Monthly publication. 

America He began with Britannic Assurance 

she will™ (Co. of Birmingham and then became an 

she has sistant actuary of a South American 

a half? ‘life insurance company. From there he 
went with British Admiralty. He was 

Honest # educated at Birmingham University and 
London University, England, where he 

continue Majored in statistics. He qualified at 

oing be-§ 2 as a Fellow of the Faculty of Ac- 

e firmest § tuaries and also has a Doctor’s Degree 

free s$o- in statistics. 

You are ——_—_——_——_—_—— 

S vee HEADS BUFFALO MANAGERS 

ogee’ Bernard B. Hoffman, general agent of 

of tae Manhattan Life, has been elected pres- 
reed ident of the Buffalo Life Managers As- 
panding. g ciation. He succeeds Albert E. Thomp- 

‘nfluence 4 0" Manager of the Lake Erie district 

to have “tice of the Metropolitan Life, who was 
a strour transferred to Poughkeepsie recently. 
echiaea Allen O'Donnell, general agent of Equi- 
lected 10 table Life of Iowa was named director to 
ful that serve two years. Present officers and 
lirectors of the association are Charles 

— 4. Browning, vice president; Joseph B. 
memes, 4 SUwoldt, secretary; William L. Wads- 

——— fg Worth, treasurer and Jack O’Bannon and 

Allan W. Carpenter, directors. 
¥ 











MILLION DOLLAR QUALIFIER 


Lawrence N. Woodward of the Ron 


|Stever general agency of Equitable Life 


Assurance Society in Los Angeles, has 
qualified for the Million Dollar Round 
Table. Mr. Woodward, a former official 
of the trust department of the Bank of 
America, has achieved this recognition 
ater only slightly more than three 
Years in the life insurance business. 


YUM 


John Hancock Announces 
Group Dep’t Appointments 


The following appointments have been 
announced by the Group department of 
the John Hancock. 

Roland A. Kurtz has been appointed 
Group home office service representa- 
tive at Newark to service John Han- 
cock Group policyholders throughout 
the state of New Jersey in connection 
with the New Jersey Temporary Dis- 
ability Benefits Law. 

Effective September 7 John D. Sherer 


has been appointed Group home office 
service representative at St. Louis to 
cover the eastern and southern sections 
of Missouri and the southern half of 
Illinois. 

Roy N. Fuller will be Group home 
office service representative at Chicago 
to service John Hancock Group policy- 
holders in the northern half of Illinois. 

Charles A. Adams has been appointed 
Group home office service representative 
at Philadelphia. He will service the John 
Hancock Group policyholders in the 
states of Maryland and Virginia and 
in the eastern half of Pennsylvania. 


TO HEAR ELSIE M. MATTHEWS 

Women life underwriters of Chicago 
will hear Elsie M. Matthews, general 
agent, Manhattan Life, Montclair, N. J., 
at its first meeting of the new season on 
September 20. Laura Githens Smith, 
Northwestern National, is president of 
the Women Life Underwriters of Chi- 
cago. Miss Matthews will be introduced 
by Sara Frances Jones, who is in her 
fiftieth year of service with the Equi- 
table Society. 
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Cite Fred H. Ecker for 
1948 Russell Award 


65 YEARS WITH METROPOLITAN 
High Praise for His Life Insurance In- 
vestment and Housing Philosophy 
and Public Service 





Frederick H. Ecker, chairman of the 
Metropolitan Life’s board, has _ been 
elected to receive the John Newton 
Russell Memorial Award given for out- 
standing service to the Institution of 
Life Insurance for 1948. The award is 
made in three forms: the recipient’s 
name is engraved upon a_ permanent 
plaque which holds a place of honor in 
National Association of Life Underwrit- 
ers headquarters; an engraved miniature 
of the plaque is presented to the recipi- 
ent; and also he receives an engraved 
watch, which in the case of Mr. Ecker, 
will read: “Distinguished contributor to 
the development of a life insurance in- 
vyestment and housing philosophy and 
gifted advocate of a high standard of 
public and institutional service.” 

Awards Citation 

In citing Mr. Ecker for the award 
the committee gives this estimate: 

“For more than sixty-five years 
Frederick H. Ecker has served his 
company and the institution of life in- 
surance in an outstanding way, giving 
astute leadership to both over the years. 
He has been instrumental in creating an 
investment philosophy for the business 
which has stood it in good stead 
through periods of boom and depres- 
sion, and which has been reflected in 
the confidence of the American people 
in life insurance. 

“By pioneering in the development of 
rental housing by life insurance com- 
panies, he has been greatly responsible 
for a significant social contribution 
which has brought solution to the hous- 
ing problem for thousands of American 
families and has reflected great credit 
to the business. 

“Because he has led the Metropolitan 
Life Insurance Co. in™s€tting a high 
standard of public and institutional serv- 
ice, the committee unanimously cites 
Frederick H. Ecker for the John New- 
ton Russell Memorial Award for 1948.” 

Former Award Winners 

The award was established by John 
Henry Russell of Los Angeles in honor 
of, and to perpetuate the memory, of 
his father, John Newton Russell, NALU 
president in 1916-1917. Created in Bos- 
ton at time of NALU convention held 
last year awards were presented to 
some individual for each of the years 
1942-1947. These award winners were 
Dr. S. S. Huebner, Julian S. Myrick, 
J. Stanley Edwards, Paul F. Clark, M. 
Albert Linton and Holgar J. Johnson. 
Selection of recipients is by a commit- 
tee, chairman of which is Philip B. 
Hobbs, Equitable Society, Chicago. 


Lippman & Lowy Appointed 
By Fidelity Mutual Life 


Lippman & Lowy, 60 Park Place, 
Newark, have been appointed general 
agents in Newark for Fidelity Mutual 
Life, succeeding Harry P. Lowy, who 
died on August 9. Mr. Lowy was 59 
years old and had been a general agent 
for Fidelity since 1929, 

Bernard H. Lowy has succeeded his 
father as president of the Lippman & 
Lowy Corp. Mr. Lowy has been active 


in his father’s agency for many years. 
Secretary-treasurer of the corporation 
is Morris J. 


Lieberman. 
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The New Jersey Temporary 
Disability Benefits Law 
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...@ Responsibility 


... CAC Co-operation 


Business and industrial clients should be acquainted with three facts: 


1. The New Jersey TDB Law requires that every employer 


with four or more employees provide certain disability benefits for his 


Me Eligible employees must be covered under a newly ap- 


proved private plan, or the State plan, on January 1, 1949. 


a. You, as,an insurance broker, are in a position to pro- 
vide an approved private plan for every employer, large or small. 
Continental Assurance Company is equipped to assist brokers in de- 
signing plans which will more than meet or greatly exceed require- 
ments of the Law. We invite you to take advantage of our unexcelled 


facilities and cooperation by calling any of our New Jersey general 


GENERAL AGENTS IN THE STATE OF NEW JERSEY 


ROOSMA BROS. AGENCY 
National Bank Bldg. 


Passaic 


C. J. SIMONS & CO. 
563 Broad St. 
Newark 2 


Continental Assurance Company 


EASTERN DEPARTMENT: 
76 William Street 
New York City 


Opportunity 


BLUST JOINS YOUNG AGENcy 












New Brokerage Supervisor of 
Mutual Office Has Had Over 29 
Years’ Experience in N. Y, 


John J. Blust is the newly appoint 
brokerage supervisor in the Gerald 
Young agency of the State Mutual Liid 
in New York, and he has a well bal 
anced background of over twenty yey 
in the life and A. & H. lines.  ~ 

A graduate of ‘Poly Prep School id 
Brooklyn, Mr. Blust attended Wesleyay 
University and University of Pennsyl. 
vania before starting his insurance (a 
reer with a New York brokerage offi¢ 
After ten years as manager of its lig 
and A. & H. department he resignej 
to become general agent in Brooklyy 
of the Continental American Life, ; 
post he held two years. 

Thereafter Mr. Blust served in the 
Cunningham agency of the Mutual Lif 
for three years as an assistant manag 
and in the New York office of Massa 
chusetts Bonding as manager of jt, 
A. & H. department and then in gen. 
eral casualty production. His combina. 
tion of life and A. & H. experience will 
be helpful in his new post, particularly 
in connection with group business. — 

Mr. Blust has been active political) 
in Brooklyn where he lives, and in 19? 
was Republican candidate for Congress 
from the New York Seventh Congres- 
sional District. 


GILBERT COMPLETES 20 YEARS 


Manhattan Life General Agent Has 
Represented Co. for 13 Years at 
Jamaica, L. I. 

Frank V. Gilbert, who has a record 
of more than a dozen years as general 
agent of Manhattan Life at Jamaica, 
Long Island, is observing his twentieth 
anniversary year in the life and A.&H 
insurance business. 

After attending the University of 
Buffalo Mr. Gilbert obtained his law 
degree at Fordham University Law 
School. Originally with the Fidelity & 
Casualty, he had experience both in its 
legal department and as an A. & H. ir 
surance producer. Thereafter he join 
the Metropolitan Life as an adjuste 
of A.&H. claims, operating in New 
Jersey. 

Mr. Gilbert’s next post was with the 
Massachusetts Protective as superin- 
tendent of its A. & H. claim department 
in New York which post he held for 
seven years. He then handled the claim 
department of Service Review, Inc. un- 
til 1935 when he became a full time 
agent of Manhattan Life at Jamaica, 
L. I. Promoted the following year to 
general agent, Mr. Gilbert has main- 
tained a good production record ever 
since. 


Endorse Verne C. Gilbert 


Verne C. Gilbert, Equitable Life of 
Iowa, Portland, Ore. -has been en- 
dorsed for trustee of the National As- 
sociation of Life Underwriters by the 
Oregon State Life Underwriters Asso- 
ciation, the Life Insurance Managers 
Association of Oregon and numerous 
other state and local associations. The 
Portland Life Underwriters* Association 
elected Mr. Gilbert a trustee in 1926, 
and chose him again at various times for 
three more terms. He served as chair- 
man of Life Insurance Week in 1940; 
chairman of the Oregon State Sales 





Congress, 1941; program chairman of | 
the Portland Association, 1945; treas- | 
Round 7 
Table, of which he is a charter member, § 
1946. He served the Portland Associa- | 
tion as secretary-treasurer in 1946, vice 7 


urer Quarter Million Dollar 


president, 1947; and now president. 
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Over B (Continued from Page 1) 

mY ears wil! the net effects upon the 
ly appoint’ onomy probably be harmful? 

© Gerald } Mr. Parkinson. Yes, because the only 





Mutual Li 
a well by, 
wenty year 
S. 





way in which interest rates can be kept 
at present levels over a period of years 
involves of necessity harmful effects to 
our economy. Hap oi ‘ 
In the event of heavy liquidation 

d Wesley of government bonds should the mone- 
of Pennsy tary authorities (a) support the market 
Surance wf a¢ the December 24 levels, (b) permit a 
Crage office gradual decline to perhaps several 
” Of its life points below the December 24 levels, 
he resigned or (c) permit the market “to find its 
1 Brooklyn own levels ?” 
an Life, 2f) Mr. Parkinson: Assuming your prem- 
: ise of heavy liquidation, the monetary 
ved in the authorities should support government 
Mutual Lif Sonds at par but by means which would 
Nt manage f aot involve expansion of bank credit. 
Of Massa 5. Which of the following arguments, 
Ber of its#us any, do you regard as strong reasons 
en in gen. against permitting government bonds to 
5 combina-} decline a few points below the Decem- 
rience willl per 24 levels: (a) it might disrupt busi- 
articularly} ness, (b) it might cause heavy redemp- 
ness, tion of savings bonds, (c) investors 
political }<hould be protected against losses and 
ind in 19? Jepreciation, (d) the increase in the 
~ Congress Treasury's interest cost would be un- 
| Congres- justifiable ? 

Mr. Parkinson: None of the argu- 
ments appeals to me as even reason- 












D School j 







) YEARS able. 

6. Which of the foregoing argu- 
gent Has ments, if any, do you regard as strong 
pore ay reasons against permitting government 
bonds “to find their own levels?” 
a recordf. Mr, Parkinson: None. 


ae Requirements Which Should Be Made 
twentieth of Bonds 


d A. &H 7. Which of the following arguments, 
; | if any, do you regard as strong reasons 
ersity Off for permitting government bonds to 
his law] decline a few points below the Decem- 
ity Law ber 24 levels: (a) it would help to curb 
—_s & current inflationary pressures, (b) inter- 
& EL = est rates are undesirably low from a 
oe sola ong-range viewpoint, (c) the longer the 

present pegs are maintained the more 


adjuste. } :}. . “ mers . 
in ‘Mee dificult it will be to abandon them 


later ? 

e »- ss . ° * ere r put = 
with the Mr. Parkinson : Covered by previous 
superin- e8 Wh a ee : Pm 

Oo y x > 
partment ; lich of the foregoing arguments, 


held for§ i any, do you regard as strong reasons 
he claim§ for permitting government bonds “to 

Inc. un-§ find their own levels?” 
ull time Mr. Parkinson: Covered by previous 
Jamaica, { answers. 9 and 10. Should the Federal 
"year to} Reserve Board be given greater power 
S main-] to raise reserve requirements in order 
rd ever} to combat inflation? and should the 
board be given power to impose a spe- 
cial reserve requirement consisting of 
b cash plus short-term government securi- 

ert | ties? 

Life of Mr. Parkinson: The Federal Reserve 
en en- | Board should modify its commitment to 
nal As- | purchase government bonds from the 
by the | banks by requiring the banks to leave 
; Asso- | on special reserve the excess of the 
anagers | teserves obtained by the sale over those 
merous | necessary to make loans or purchase 
is. The | bonds in the same amount as the amount 
ociation | Sold in those transactions. 

n 1926, 11. Should the board have the power 
mes for ¥ and responsibility to regulate certain 
, chair- $ of the terms of residential mortgage 
1 1940; § loans made by (a) member banks, (b) 

Sales § all banks, (c) all types of mortgage 
nan of § lenders ? 

treas- Mr. Parkinson: Mortgage loans out 
Round of bank funds are unsound and if it 
ember, @ were not for the addition of Section 
ssocia- § 10B to the Federal Reserve Act making 
6, vice such loans available for discount, no- 
rf 4 body would need to take any action 
because the banks would minimize their 
investment in such frozen assets. 
12. Are there any other changes that 
you would suggest in the policies, powers 
or techniques of the Federal Reserve 
System? 

Mr. Parkinson: So far as the policies 
of the Federal Reserve System are con- 
cerned there should be immediate action 
to prevent the support of the bond mar- 

















ket and the purchase of gold from ex- 
panding credit five to one. That could than the board? 
be done under existing law as a quali- Mr. Parkinson: The Federal Board At the Mutual Life Top Club con- 
should be put back where it belongs vention on Mackinac Island Julian S. 
as the Supreme Court of monetary mat- 


fication of the board’s commitment to 
buy Federals from the banks and the 
Board and bank examiners ters in this country. 
should put pressure on to stop long- 
term loans, purchase of non-government 
bonds and mortgage loans out of bank 
Changes in powers and tech- ganization ? 


niques of the Federal Reserve System Mr. Parkinson: Yes. We have been io’ SS eek aad “Tedd 1 
should be left to a monetary commis- sts 3 : Ae 


Responsibility for Monetary Policy 
responsibility for mone- 
tary policy be vested primarily with the _ tion. 


Getting off to a flying start 


| ae years ago, New England Mutual insti- 

tuted a postwar training program designed 
to help new agents clear the many hurdles found 
in this exacting business. Since that time, the 
“coaches” have held 10 specialized training 
courses with a total enrollment of 208 men 


who were in their first year with the company. 


To qualify, these new men must first accom- 
plish a specified production quota and complete 
“Career Underwriting,” the company’s home- 


study course. Then, during the 10-day instruction 


Federal Open Market Committee rather 


14. Should a commission be appointed 
to undertake a comprehensive review : 
of our whole monetary and credit or- Coleman L. Ledbetter, Sr. and Jr, 


urging the creation of a monetary com- 
mission for more than two years and 
long ago prepared an Act of Congress 


Fathers-Sons Lunch 


Myrick, second vice president, gave a 
luncheon for fathers and sons who at- 
tended. The guests were these: 


Spokane, both members of the club. 


Milwaukee, both Top Club members. 
Tom Funk, Richmond; Harold D. 


which would give effect to the sugges- Cook, Salt Lake; T. Justin Myers, Stan- 
ley J. Van Vliet and their sons. 





period at the Home Office, a third of the time 
is devoted to small-group clinics where sales 


techniques are strengthened in practice sessions. 


A recent survey of “graduates’’ shows that 
the majority are making the most of the sales 
tracks and visual selling aids presented to them 
during their courses; and that these techniques 
enabled them to pay for an average of $247,500 
of new business during 1947. The top producer 
among them boosted himself right into the 
Million Dollar Round Table. 


New England Mutual 


Lyé Insurance Company ss of Boston 





George Willard Smith, President 
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The Revenue 


Act of 1948 


Its Application to Life Insurance and Annuity Contracts; 
Different Consequences Produced by Changes 
in Estate and Gift Tax Sections 


By Eucene M. Tuore 


General Counsel, Life Insurance Company of America 
(Extracts from address presented at meeting of American Bar Association in Seattle.) 


The untold complexities of the 1948 
Revenue Act, its weaknesses, inconsis- 
tencies and uncertainties, are trouble- 
some to discuss, even when the scope of 
the discussion is confined to life insur- 
ance and annuity contracts. Moreover, 
when analyzed and applied to such con- 
tracts, the Act creates many unique 
problems, mainly because its concepts 
were born amidst the language and cus- 
toms of other forms of property. It may 
take years to discover all of these prob- 
lems, and even longer to settle the law 
with respect to many of them. At this 
time, when regulations have not been 
promulgated, a discussion of the applica- 
tion of the Act to various insurance and 
annuity situations will produce many du- 
bious conclusions. At best the effort can 
accomplish little more than a distillation 
of some of the more obvious intricacies. 

The important substantive changes in 
Federal taxation created by the new Act 
relate principally to tax relief for the 
benefit of married persons. It was de- 
signed to provide a stimulus to labor, 
management and venture capital; and to 
provide an adjustment for the increase 
in cost of living. It removed the tax 
discrimination between residents of com- 
munity property and so-called common 
law states. These results, from the stand- 
point of broad policy, seem beyond ob- 
jection. They are of major significance 
to married life insurance policyholders 
who rely on their insurance to provide a 
measure of economic security. 

Under the Act, most husbands and 
wives, by filing joint returns, can mate- 
rially reduce their aggregate income 
taxes. This relief has no special appli- 
cation to owners of life insurance, but 
indirectly it affords new opportunities to 
extend many insurance services. 

Estate Tax 

Entirely different consequences are 
produced by the changes in the Estate 
and Gift Tax Sections. These deal with 
the taxation of property transfers, and 
require an immediate reconsideration of 
many existing life insurance estate plans, 
otherwise, the tax savings provided may 
be lost. The opportunity is now avail- 
able to married life insurance policy- 
holders to lower estate taxes. This can 
be accomplished without resort to dubi- 
ous private devices or inter vivos trans- 
fers. The changes in the Estate and Gift 
Tax Sections which now incorporate the 
new “marital deduction” are so basic 
that many life insurance plans involv- 
ing Federal Estate Tax problems must 
be revised. -In the final analysis, the 
impact of the Act in the field of estate 
planning so far overshadows its other 
consequences that this discussion will 
be limited to the changes in the Estate 
Tax Section. 

The Estate Tax Marital Deduction 

The Estate Tax marital deduction 
available with respect to decedents dying 
after December 31, 1947, introduces a 
new tax concept, the ramifications of 
which are manifold. Section 361 of the 
1948 Revenue Act adds to Section 812 
of the Code, a new subsection (e) which 
permits a deduction in the case of cer- 
tain property interests passing from the 
decedent to his surviving spouse. This 
marital deduction is involved because of 
its many important qualifications and 
limitations. 

It is only after a painstaking analysis 
of the various paragraphs of the new 
subsection (e), the amendments thereto 
and the Congressional committee re- 
ports that the effect of the marital de- 
duction on life insurance and annuity 
contracts can be fully appreciated. Even 
then the uncertainties are such that, 


without a doubt, many erudite students 
will refrain from advising policyholders 
of their rights pending the issuance of 
Treasury Regulations, except with re- 
spect to those clear-cut factual situa- 
tions which are obviously within the 
language of the statute. As a practical 
matter, however, the requests of the 
thousands of policyholders whose in- 
surance estates need revision in order 
to qualify for the marital deduction 
should not be deferred. Reasonably 
safe solutions can and should be rec- 
ommended by counsel and accepted by 
insurers. On the other hand the ap- 
parent attractiveness of the martial de- 
duction should not engross attention 
to the extent that the factor of safety 
in estate plans is reduced to achieve 
doubtful estate tax relief, nor should 
such a degree of caution be exercised 
that reasonably sound tax planning will 
be delayed. 
Proceeds Which Qualify for Marital 
Deduction in General 

In so far as life insurance is con- 
cerned the new law is specific that 
proceeds of a policy on a life of the 
decedent which passes to his spouse is 
an interest in property to which the 
marital deduction applies. 

_Another provision of the law is that 
if the interest entitled to the marital 
deduction is subject to a lien or mort- 
gage, the value thereof shall be reduced 
by the amount of such encumbrance. 
If life insurance policy is subject to 
an indebtedness lien only the net pro- 
ceeds are included in determining the 
amount of the marital deduction. If, 
however, the decedent directs his ex- 
ecutor to pay off the lien on the policy, 
such payment would constitute an addi- 
tional interest passing to the surviving 


of the polity indebtedness would result 


in the acquisition for the surviving 
spouse of an additional annuity. 

Where life insurance policies are as- 
signed as collateral security it is reason- 
able to assume that only the net pro- 
ceeds after satisfying the assignee will 
qualify in determining the aggregate 
marital deduction. Where the value of 
assigned contracts exceeds the assignee’s 
claim and the assignee must elect to 
satisfy his claim out of certain of the 
contracts he should bear in mind the 
effect his election might have on the 
marital deduction. Normally such a claim 
should be paid out of nonqualifying 
proceeds. This situation will require 
alertness on the part of. banks, counsel 
handling estates, underwriters and com- 
pany claim representatives. 


Limitation on Amount of Marital 
Deduction 


The aggregate amount of the deduc- 
tions allowed in the case of property 
which qualifies for the marital deduc- 
tion is limited to 50% of the value of 
the adjusted gross estate. The adjusted 
gross estate is a new concept, and its 
use is confined solely to the computation 
of this 50% limitation. It is determined 
by subtracting from the entire value of 
the gross estate, the aggregate amount 
of the deductions allowed under Section 
812 (b)—(funeral expenses, administra- 
tion expenses, claims against estate al- 
lowances during administration, etc.). 
In the case of community property, a 
special rule applies. Thereunder, the ad- 
justed gross estate is obtained by sub- 
tracting the value of property which, 
at the time of the death of the decedent, 
is community property in the gross es- 
tate, and subtracting also a pro rata 
share of the deductions allowed under 
Section 812 (b). 

The new law specifically provides that 
amounts receivable as insurance under 
policies upon the life of the decedent 
shall be subtracted from the entire value 
of the gross estate to the extent pur- 
chased with premiums or other consider- 
ation paid out of community property. 
Under this rule all such insurance pro- 
ceeds are removed from the adjusted 
gross estate before the limitation on the 
aggregate marital deduction is deter- 
mined. This presents no difficulty if 
the proceeds of life insurance paid with 
community property are treated the 





Association paper are these: 


covered by life insurance. 


to invest in retirement benefits. 





Spouse Has New Economic Value, Says Thore 


Five of the points made by Eugene M. Thore in his American Bar 


(1) A spouse now has a new economic value which should be fully 
(2) The tax savings should increase the popu- 
larity of contributory pension plans. 
1 (3) The new income tax exemptions in 
the case of the blind and the aged eliminate the income tax on the retire- 
ment incomes of many individuals. 
couple, each having attained age 65, whose only income is an annuity 
purchased for not more than $80,000, under the 3% annuity income tax 
rule there is no income tax until the aggregate of the annual exemptions 
(the difference between 3% of the cost and the annual annuity) exceeds 
the amount paid for the annuity. 
reviewed, particularly in established stock retirement plans where origi- 
nally it was determined that the higher income tax paid by the individual 
stockholders favored the payment of premiums by the corporation. (5) If 
a portion of the income tax savings is invested in life insurance the 
resulting increase in estates will require careful planning in many cases 
in order to obtain the full benefits of the Estate Tax marital deductions. 


Married employes will have more 


In the case of a retired married 


(4) Business insurance should be 








spouse. Some insurance companies will 
not permit the repayment of policy 
indebtedness after the death of the in- 
sured, in which case a provision in 
decedent’s will for payment by his ex- 
ecutor could not be fulfilled. Moreover, 
such a direction might involve part of 
Section 812 which disallows the marital 
deduction in the case of a terminable 
interest if the interest is “acquired for 
the surviving spouse, pursuant to direc- 
tions of the decedent, by his executor 
or by the trustee of a trust.” For 
example, this test might be violated if 
the policy proceeds were payable in in- 
stalments in the form of an annuity 
and the executor was directed to pay 
off the policy indebtedness. The direc- 
tion of the decedent in such a case might 
be construed as a direction to acquire 
a terminable interest, since the payment 


same as other community property. In 
that case only half of the insurance 
proceeds would be included in the de- 
cedent’s gross estate. An inequitable 
result may prevail, however, if, under 
Code Section 811 (g) (2), the entire pro- 
ceeds of a policy paid for with commu- 
nity property are taxable in the dece- 
dent’s estate. 

The part of Section (g) which was 
repealed by the Revenue Act of 1948, 
provided that premiums, or other con- 
sideration paid with property held as 
community property by the insured and 
surviving spouse, should be considered 
to have been paid by the insured, except 
any part thereof received as compensa- 
tion for personal services or from sepa- 
rate property of the surviving spouse. 
It further provided that, 

“The term ‘incidents of ownership’ 
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EUGENE M. THORE 


includes incidents of ownership pos- 

sessed by the decedent at his death 

as manager of the community.” 

Prior to the adoption of this statutory 
provision, powers possessed by the de- 
cedent as manager of the community 
were not considered incidents of own- 
ership within the meaning of Subsec- 
tion (g) (2); at least no decision to that 
effect has been discovered. If the repeal 
part of Subsection (g) had the effect 
of restoring the incidents of ownership 
test as it existed prior to the 1942 
amendments, it would seem to follow 
that the power of management vested 
in the husband by the laws of commu- 
nity property states should not now 
be construed as an incident of owner- 
ship within the meaning of the Section 
811 (g) as amended, 


Policies Purchased With Community 
Funds 


The decisions involving proceeds of 
policies purchased with community funds 
where the death of the decedent oc- 
curred prior to October 2, 1942 (the date 
the 1942 amendments to the Code be- 
came effective) generally held that one- 
half of the proceeds of insurance poli- 
cies shouldbe excluded from the taxable 
estate of the deceased spouse. If this 
rule still applies, the Revenue Act of 
1948 should not be productive of serious 
inequitable result. However, if it should 
be determined that the power of man- 
agement vested in the husband consti- 
tute an incident of ownership within 
the meaning of Section 811 (g) (2), the 
entire proceeds, instead of one-half of 
the proceeds, probably would be in- 
cludible in the decedent’s estate. To 
produce this result, such a power in 
the husband probably would have to be 
somewhat broader than a mere power 
of management; possibly a power which 
would permit the husband to defeat the 
community interest of the spouse. 

An example of such a power is de- 
scribed in the recent decision of Bar- 
ton v. United States, in which the 
proceeds of a National Service Life 
Insurance policy were awarded to the 
insured’s mother, the designated bene- 
ficiary, and the wife’s claim under the 
California community property law was 
denied. Although the premiums were 
paid with community property, the pro- 
ceeds were not treated as community 
property, on the theory that the state 
law may not interfere with the carry- 
ing out of the purpose of the National 
Life Insurance Act of 1940. ‘ 

The new law might offer a satisfac- 
tory solution to this difficulty. The next 
to the last sentence of that Section pro- 
vides that for the purposes of comput- 
ing the adjusted gross estate, certain 
community property shall not be con- 
sidered as community property and, 
therefore, need not be subtracted from 
the gross estate. It further provides 
that where the whole of the community 
property, rather than only one-half, 


(Continued on Page 13) 
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GEORGE H. CHACE 





George H. Chace, vice president of 
Me Prudential, has retired in accord- 
«e with the company’s retirement 
Wn after over forty-three years of 
vice. 

Mr, Chace, who joined The Pruden- 
bi in 1905 after leaving Harvard, is 
idly known throughout the company’s 
vd organization because of his many 
ats of association with the Ordinary 
ncies department. He was placed in 
marge of the Ordinary agencies depart- 
it in 1929 when that activity was 
cablished as a separate unit. He be- 
me a second vice president in 1936, 
has been a vice president since 
8, 

Previously, Mr. Chace had been ex- 
htive secretary to the late President 
ward D. Duffield, and had served as 
mager of the Southern group of Or- 
ary agencies. 

forn in Middleboro, Mass., Mr. Chace 
3 educated in the public schools of 
wingheld before entering Harvard. He 
@videly known as an expert bridge 
per. 
















nerican Magazine Survey 


On Insurance Holdings 


{ nationwide survey of its 2,480,000 
Ming families, just released by the 
Mcrican Magazine, reveals some sig- 
Meant changes have taken place dur- 
mthe past eight years in respect to 
™ life insurance held or taken out by 

sle who generally are in the middle- 
me group. 
le magazine determined its readers’ 

Mian family income to be $3,850, and 
™ the average (median) policy for 
@ is for $4,500, that for the women 

900, and less than $1,000 for chil- 


tqie = greatest upswing in_ policies 
Mien between 1940 and last April 
@ the nationwide study was made 
ured among children under 18 years. 
ke jumped from 27.2% in 1940 to 
@> while there was only a fractional 
in the number of families in which 
fe member owns a policy—91.9% to 


oe 0. 

(Pu the eight-year period saw a tre- 
ous increase in the total insurance 
ned by men in the American Maga- 
3 reading families—from $10,722,- 
00 in 1940 to $18,621,000,000—even 
th the percentage of those holding 
les jumped only from 846% to 
H, 


He survey likewise reveals that 
ftas_only 13.7% of the men carry 
ite insurance, more than one-third 
the women, 36.4%, are without a 
‘'yand the gain in this respect over 
@ tepresents only .1%. 








Served Company 43 Years 


TO HEAR RUSSEL H. MOORE 


Russel H. Moore, Mutual Benefit 
Life, Lansing, addressed the members 
of the Pittsburgh Life Underwriters As- 
sociation on September 9. Mr. Moore 
discussed “There Is Power in Excite- 


Paul Burt, president of the Atlanta 
Life Underwriters Association has ap- 
pointed Stanley Simpson, Jefferson 
Standard, as a member of the board of 
directors. 


ANNOUNCE AGENCY. CHANGE 

The home office of Pacific Mutual Life 
announces that the Krauel-Smith gen- 
eral agency partnership in Los Angeles 
has been replaced by Arthur C. Krauel, 
general agent—and that as a part of 


this change Jens Smith is returning to 
the agency department in the home 
office, where he will again carry on as 
manager of agencies. W. W. Gillespie 
also will continue to be manager of 
agencies, 





NAME ELLWOOD J. BOYLES 

Ellwood J. Boyles has been appointed 
manager of the West Suburban agency 
of North American Life at Elmhurst, 
Ill. Mr. Boyles, a graduate of Denison 
University, spent a number of years in 
the sales department of Pratt & Lam- 
bert, Inc. He entered the life insurance 
business with the National Life of Ver- 
mont and during the past two years 
has had an outstanding record as a per- 
sonal producer with the Guardian Life. 
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Yo Life Underwriters... 


You can create new business and increase present 
volume by persuading your clients to finance their Life Insurance Premiums through 
THE CHASE LIFE INSURANCE PREMIUM BUDGET PLAN, 


1. Your client signs a note for the total 
amount he would usually pay at 
the quarterly rate to carry his life 


insurance for one year. 


The Chase pays your client’s premi- 
ums for a full year in advance. 


PRINCIPAL FEATURES: 


3. Your client repays the Chase in 
convenient 
over a period of one year, at the 


monthly installments, 


same fotal cost, in most instances, as 


his insurance charges would be if 
he paid them on a quarterly basis. 


Our folder, THE CHASE LIFE INSURANCE PREMIUM BUDGET PLAN, és 
available in quantities to underwriters for distribution to their policyholders. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


52 Cedar Street 


Member Federal Deposit Insurance Corporation 


Consumer Credit Department 


Telephone HAnover 2-6000 


New York 15 
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Provident Mutual Leaders Meeting At 
Banff Hear Latest Sales Techniques 


“Security” was the keynote of the 
round table meeting of top-producers 
of the Provident Mutual Life, held at 
Banff Springs Hotel, in the Canadian 
Rockies, last week. A total of 400 mem- 
bers, guests, and home office representa- 
tives were in attendance—the largest in 
the company’s history. After an open- 
ing dinner on Wednesday, September 1, 
the delegates settled down to business 
sessions, with Assistant Manager of 
Agencies Henry Bossert, Jr., discussing 
the effect of high persistency ratings on 
an agent’s own security. 

Some Marketing Angles 


Vice President and Manager of 
Agencies Willard K. Wise discussed 
some new marketing angles as regards 
classes of prospects in the abnormal 
times through which we are passing. 

1. Inflation has hit the young family 
man very hard. His need for protection 
is great, but the same family which 
creates his need requires so much out- 
lay under today’s high prices that in- 


creased protection is not always pos- 
sible. 

2. On the other hand, insurance 
bought by wealthy grandfathers or 
fathers on their minor children is a 


good bet today under the gift tax laws. 

3. The proposed changes in social 
security seem to represent a somewhat 
narrowed market for the family man of 
younger age, but will bring the oppor- 
tunity for complete coverage within 
more attainable range. However, there 
is no social security at all for the widow 
without children until she reaches age 


5. 

4. Inflation today, followed by defla- 
tion tomorrow, means that insurance 
buyers today will pay cheap premium 
dollars and will obtain more valuable 
claim or cash value dollars tomorrow. 
The inflation - conscious individual 
should buy more protection today as a 
hedge against the present cost of living. 

5. Business insurance, with particular 
emphasis on deferred compensation and 
proper pension plans, is the develop- 
ment of the future. 


Chart for Living 


The “Chart for Living,’ the com- 
pany’s programming plan, came in for 
a great deal of attention. Assistant 
Manager of Agencies C. Sumner Davis 
made a number of practical sugges- 
tions regarding the use of the program- 
ming idea. He particularly urged his 
listeners to go back to prospects who 
had set their insurance needs (both as 
regards to retirement income, family 
income, and educational insurance) at 
specific levels a few years ago, pointing 
out that the increase in the cost of liv- 
ing has made additional protection ne- 
cessary if the family is to enjoy the 
same standard of living as had been 
previously set. As an illustration, he 
told how he had increased his own pro- 
tection when an agent had brought 
back to him his Chart for Living and 
had pointed out how increased prices 
had made it no longer workable in to- 
day’s conditions. 

Leonard H. Morgan, 
how the 
and 


[ York, Pa., told 
“Chart for Living” prospecting 
sales techniques had enabled him 


to qualify for the Round Table in his 
first year in the business. There is a 
danger, Mr. Morgan said, that having 


attained successful experience in a 
given technique, the agent looking for 
new ideas may abandon the very meth- 
ods which have: been most productive 
for him. 
L. Opie 
C., also 


Chancellor, Washington, D. 
described his programming 
methods, pointing out that the “Chart 
for Living” put the agent in a pro- 
fessional position from the outset. “I 
particularly favor the use of Chart 
presentations when approaching friends 
and social acquaintances,” he said. 


“When offered an analytical service of 
this type, friends exhibit interest from 
the start, without the usual sales re- 
sistance.” 

In the two years since he entered the 
business, Mr. Chancellor has closed 
over $600,000 of insurance on this type 
of selling alone. 


Programming and Prospecting 


Using the topic “Security Through 
Chart Prospecting,” Assistant Manager 
of Agencies E. Roy Hofmann traced 


the history of the Chart for Living, 
which was introduced in March, 1944. 
The previous year the company’s 


agents had produced $59 millions of 
business, but during the first two 
months of 1944 they had produced $35 
millions of written business in anticipa- 
tion of-the change of the reserve basis 
from 3% to 2“%%. 

In similar special drives, Mr. Hof- 
mann said, the agents had sold them- 
selves out of prospects. However, when 
the Chart for Living and its accom- 
panying direct mail serviee,were intro- 
duced in March, the agents were able 
to pick up their prospecting where they 
had left it off, and no slump was dis- 
cernible. To the contrary, they closed 
over $82 millions of paid business that 
year. 

Although the Chart has obtained al- 
most universal acceptance as a sales 
document by Provident agents, the 
original purpose of the Chart, which 
was to serve as part of a direct mail 


campaign for prospecting purposes, 
should not be lost sight of, Mr. Hof- 
mann said. 

Clarence E. Tobias, Jr., general 


agent, Norristown, Pa., who has closed 
over a million dollars of production 
every year since 1944, when he resigned 
as headmaster of a boy’s school to be- 
come a life insurance agent, added his 
testimony to the theme that good pro- 
gramming leads to good prospecting. 
Mr. Tobias, who uses the Chart for 
Living in all of his work, says: “My 
prospecting is based on prestige and 
prestige is based on the service I rend- 
er. never see anyone unless a client 
has first given me a note of introduc- 
tion to him. Since I entered the busi- 
ness four years ago I have obtained 
2,950 introductions of which I have 1,413 
in my file still to be visited. More men 
fail to fulfill their potentialities in this 
business for lack of prospects than for 
any other reason. And more men lack 
prospects because they do not ask for 
them than for any other reason.” 


Medical Advances 


Medical Director Ernest J. Dewees 
traced the important milestones in the 
development of life insurance medi- 
cine, and introduced his Associate Medi- 
cal Director Dr. Paul H. Langner, Jr., 
who spoke on the philosophy under- 
lying the selection of risks. 

“To qualify for standard insurance, 
an applicant does not have to be free 
from impairments. We do not expect to 
find many perfect physical specimens. 
Our interest is in the effect of an im- 
pairment on longevity and the ability 
of an individual to adjust himself satis- 
factorily to the demands of average liv- 
ing. A man may be rejected for mili- 
tary service because of a_ perforated 
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eardrum, blindness in one eye, or ab- 
sence of a hand or foot. Yet if these 
impairments cause him no concern and 
he is able to function adequately from 
an emotional and economic basis, such 
an individual may be a good risk for 
standard life insurance. 

“Physical impairments such as I have 
just mentioned and many others have 
the following characteristics: They are 
obvious on examination, they are often 
static in nature, and they lend them- 
selves readily to evaluation. 

“Another group of impairments which 
are of equal if not greater importance 
are the psychological difficulties which 
we encounter. We are all familiar with 
the unpleasant symptoms resulting from 
fear, anxiety, worry and nervous ten- 
sion. It is our lot to experience these 
periodically in some measure, and our 
good fortune if we can adjust to ad- 


(Continued on Page 17) 
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The 1948 Estate Tax law makes 
substantial saving possible under cer. 
tain circumstances. 





Agents and Brokers serving clients 
of substantial means have a respon. 
sibility to see that they are made 
aware of the new provisions and con. 
sider revision of their present in. 
surance and estate distribution ar. 
rangements. Delay may result in a 
substantial loss to their families. 


We have some ideas on the subject 
and will be glad to share them with 
you. In any event don’t invite criti- 
cism by postponing action—arrange 
your discussions now and avoid ex. 
cuses later. 
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President Linton Shows Fallacies of 


Some Theories in Quest for Security 


Fallacies in some of the current 
theories in the quest for security were 
pointed out by M. A. Linton, president 
of Provident Mutual Life, at the meet- 
ing of the company’s leading producers 
head at Banff Springs last week. 

“The seeking of mass security for 
individuals through government may 
in the end result in the use of methods 
which undermine the very foundations 
of a sound economy without which all 
promises of security become a cruel 
mirage,” he said. “The processes lead- 
ing to this tragic ending are subtle and 
until too late are generally unrecog- 
nized by the masses. First among these 
processes is the adoption of methods 
of taxation and fiscal policies which in- 
terfere with the normal functioning of 
the economy and tend to develop stresses 
and strains which cause a_ break- 
down when adversity comes. Second 
is the insidious weakening of individual 
incentive and initiative, that follows too 
much reliance upon government. 

“It is the fallacy of confusing money 
and real wealth that makes people fall 
for a fantastic scheme such as the 
Townsend plan. The Townsendites 
would take billions of dollars worth of 
goods and services produced by the 
workers, give them to the old people, 
and then claim that prosperity for all 
would follow as the night the day. The 
reason why the error takes such hold 
is that the pensions are expressed in 
money terms and not in terms of mil- 
lions of tons of food, millions of articles 
of clothing, and millions of other goods 
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and services required by the old people, 
all of which would have to be produced 
by somebody as they are needed. 
Government Intervention 

“The intervention of government in 
many of the affairs of a nation can lead 
to the most serious consequences. Un- 
fortunately this fact is not realized in 
many quarters and the trend through- 
out the world is toward more and more 
government domination of the econo- 
mies of countries, involving all de- 
grees of socialism from the absolute 
dictatorship of Soviet Russia to the 
partial state socialism of Great Britain. 
With all the strains arising from the 
two world wars it is not surprising that 
people turn to what seems to them to 
be a possible way out of the economic 
morass in which they find themselves— 
namely centralized government. The 
attractive but false theories of socialists 
throughout the last one hundred years 
have misled millions of people to be- 
lieve that a powerful centralized gov- 
ernment can safely be permitted to con- 
trol the economic life of a country. 

“T am one of those who are con- 
vinced that state socialism is a deadly 
snare and delusion which will not only 
fail to solve a nation’s ills but will also 
make it impossible to solve them. 

“Old age benefits become dangerous 
when they reach unwarranted levels be- 


cause of the direct burden they place) 


upon the producing population. Un- 


employment and disability benefits can| 


become dangerous for the same reason. 
Furthermore, 
gerous when set at high levels because’ 
of their effect upon the motives and in- 


centives of those eligible for benefits. | 


It is unfortunately true that there ae 
the 


altogether too many people in 
world who are willing to take it easy 
on unemployment or disability benefit 
payments. 


they are especially dan- 
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Thus high level benefits in- 


crease the burden upon producers by> 






increasing not only the average benefit § 





amounts but also the number of per- 
sons on the benefit rolls. 

“Life insurance 
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The Revenue Act of 1948 


(Continued from Page 10) 


‘ ble in H’s gross estate, such prop- 
. chal not be deemed community 
‘property. This sentence was inserted to 
meet the problem arising with respect 
‘to pre-1927 California community prop- 
‘erty. The proceeds of life insurance paid 
for with community funds, if taxable in 
the decedent’s estate in entirety, might 
also satisfy this condition. 


The Terminable Interest Rule 


In the case, of a deferred settle- 
ment of insurance proceeds, if, upon the 
lapse of time, the occurrence of an 
event or contingency, or the failure of 
an event or contingency to occur, the in- 
terest of the surviving spouse terminates 
or fails, a so-called terminable interest 
is created. For example, an annuity con- 
tract is a terminable interest. However, 
a terminable interest does not destroy 
the marital deduction unless either of 
two added tests is violated. These may 
be labeled the “payee remainder” test 
and the “executor direction” test. 


Payee Remainder Test 


The new section denies the marital 
deduction in the case of a terminable 
interest if, upon the termination or 
failure of the interest the insurance or 
annuity benefits pass to a spouse other 
than the surviving spouse or her estate, 
and as a result such payee may enjoy 
any part of such benefits. The rule, 
when applied to insurance contracts, will 
almost always be confined to deferred 
settlement agreements, family income 
type contracts or common disaster pro- 
visions, and since such settlements gen- 
erally provide for the payment of re- 
mainders to contingent beneficiaries, 
many insurance estates, as now arranged, 
may be found to violate the “payee re- 
mainder test,” and hence do not qualify 
for the marital deduction. The revision 
of such contracts not only involves a 
responsibility of exceptional magnitude 
but offers an opportunity for life in- 
surance companies, life underwriters, and 
counsel representing policyholders to co- 
ordinate the life insurance estate with 
the general assets so as to derive the 
maximum tax savings under the law. 
The Senate Report makes it clear that 
an instalment settlement to the surviv- 
ing spouse, and upon her death to her 
estate, is entitled to the marital deduc- 
tion since the payee remainder test is 
not violated. Similarly, settlement with 
the surviving spouse in the form of a 
life annuity without refund does not 
defeat the marital deduction, although 
the Senate Report refers to such an an- 
nuity as a terminable interest, 


Executor Direction Test 


Under the executor direction test if 
H directs that his executor purchase 
an annuity for W the marital deduc- 
tion is lost. In such case it is imma- 
terial whether other persons have an 
interest in the annuity contract. While 
such a direction is not commonplace, 
exact reasoning suggests that an annuity 
payable to a surviving spouse, which sat- 
ises the payee remainder test should 
qualify for the deduction regardless 
of whether the decedent leaves property 
to his spouse through an annuity con- 
tract he purchased, or directs that his 
executor purchase such a contract. Soci- 
ally, it would appear desirable to encour- 
age directions which require the execu- 
tor to provide security for the widow 
through the purchase of such an annuity 
contract. 


The Common Disaster Exception 


An important qualification which soft- 
ens the impact of the payee remainder 
test, particularly in the case of life in- 
surance contracts, provides that an inter- 
est passing to W will not be considered 
as terminable if, under the contract, W’s 
death will cause a termination of the 
interest only in the event her death 
occurs within a period of six months 
after H’s death, or only as a result of 
their death in a common disaster. The 
Customary practice of employing com- 
mon disaster clauses in life insurance 


policies (providing for payment in a 
single sum) will not result in the crea- 
tion of a terminable interest, provided 
the clause is limited to a period of time 
following. the insured’s death of “not 
exceeding six months.” This exception 
to the terminable interest rule applies, 
however, only if the surviving spouse 
does not, in fact, die within thé com- 
mon disaster period which is limited to 
six months. 

Subparagraph (G)—Powers of Ap- 
pointment in Case of Deferred Settle- 
ments, ‘ 

In so far as insurance and annuities 
are concerned, Subparagraph G, which 
was added by the Senate Finance Com- 
mittee and later amended by the House 
Joint Resolution 429, provides the chief 
exception to the payee remainder test. 
The original Subparagraph (G) was in- 
adequate to serve the needs of policy- 
holders. These deficiencies were over- 
come through the enactment of amend- 
ments which place all forms of life 
insurance and annuity contracts on a par 
with trust property. 


The amended Subparagraph (G) pro- 
vides that proceeds of life insurance, 
endowment, and annuity contracts need 
not meet the payee remainder test if 
the following conditions are fulfilled: 

1. The proceeds must be payable either in 


instalments or held by the insurer under an 
agreement to pay interest thereon. 


2. The instalments or interest must be pay- 
able annually or at more frequent intervals, 
commencing not later than thirteen months after 
the decedent’s death. 


3. All amounts payable during the life of 
the surviving spouse must be payable only to 
such spouse. 


4. The spouse must have the power to 
appoint all amounts pavable under the ecar- 
tract (exercisable in favor of (a) the surviv- 
ing spouse or (b) the estate of such spouse, 
or in favor of either). 


5. The power must be exercisable by such 
spouse alone, and in all events. 


Practice Discouraged by Insurers 


The life insurance companies appear 
to be unanimous in refusing requests 
which permit the surviving spouse to 
exercise a power of appointment by 
will. This practice has been discouraged 
by insurers because it might destroy 
one of the paramount characteristics 
of the life insurance contract—the 
prompt payment of claims. Moreover, 
a life insurance contract is not consid- 
ered to be testamentary in character, 
and hence should not be made to depend 
on the provisions of the insured’s will. 
If the insurer must look to the de- 
cedent’s will before making _ settle- 
ments, protracted and perhaps costly 
delays would arise and the contractual 
certainty of the insurance policy im- 
paired. Such a practice would create a 
conflict with the usual contract terms 
which require beneficiary changes to 
be made in writing and filed with the 
company during the lifetime of the indi- 
vidual who enjoys the right. 


Many insurers will not make an agree- 
ment with an insured or owner of a 
policy under which a designated benefi- 
ciary is given power to appoint payees 
to take any remainder upon the death 
of such beneficiary. Some fear that 
such an arrangement may be invalid. 
Others feel that insurance contracts 
should be rigid, and that the insured 
should not leave the disposition of re- 
mainders to the direction of his bene- 
ficiary. The chief exception to this 
restrictive philosophy is the popular 
practice whereby insurers will make an 
agreement with the policy owners pro- 
viding that the designated beneficiary 
has the unqualified power to withdraw 
part or all of the -principal held by the 
insurer, or to commute and withdraw 
instalments certain. This power is known 
as the “right of withdrawal or commu- 
tation,” but expressed in terms of Sub- 
paragraph (G), it is a power which the 
beneficiary exercises in favor of herself. 
Accordingly, one of the essential pow- 
ers of Subparagraph (G) fits general 


(Continued on Page 14) 








“The fellow who's speaking now? 
Yes, he’s one of the most public- 
spirited men in our city...a real 
leader, too. Active in nearly every 
civic project. His business? Why, 
he’s a Pacific Mutual Man!” 





YES, PACIFIC MUTUAL MEN are known in their communi- 
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life insurance practice, although many 
companies discourage an unlimited pow- 
er and recommend that the right of 
withdrawal be limited to a fixed amount 


annually. 
Alternate Appointive Power 

The alternate power of Subparagraph 
(G) to appoint the surviving spouse’s 
estate lies somewhere between the power 
of withdrawal or commutation and the 
power to designate individual payees. 
Since it is limited to the appointment 
of the estate of the surviving spouse, 
it is not exposed to the testamentary 
objection, and from the standpoint of 
creditor claims seems more favorable 
than the power of unlimited withdrawal. 
Like the power of unlimited withdrawal, 
it offers an opportunity, however, to 
defeat contingent payees. In the case 
of either power provided in Subpara- 
graph (G), the advantage in the marital 
deduction must be weighed against the 
possibility that the surviving spouse 
might exercise the power in order to 
defeat the contingent payees designated 
by the decedent. 

Most insurance companies will permit 
an agreement which ‘grants to the sur- 
either or both of the 


viving spouse 
powers of Subparagraph (G). At this 
time, a few seem disposed not to per- 


mit the power to appoint the spouse’s 
estate. It appears, however, that the 
power to appoint the spouse’s estate 


provides greater assurance that the de- 
cedent’s wishes will not be denied than 
does the power of unlimited withdrawal. 
A spouse might be sorely tempted to 
withdraw proceeds for use during her 
lifetime, but would entertain no desire 
to defeat contingent payees through the 
exercise of the power to appoint her 
estate. 


Subparagraph (G), as amended, not 
only applies to life and endowment in- 
surance death benefits, but also to annu- 
ity payments and endowment and sur- 
render proceeds left with the insurer 
under a settlement agreement. More- 
over, this Subparagraph also embraces 


the proceeds of contracts owned by the 
decedent which insure the'life of some 
other individual. Such contracts, or any 
agreements supplemental thereto, should 
be carefully scrutinized, and’ where a 
remainder payee terminable interest is 
discovered, consideration should be given 
to the addition of a power of appoint- 
ment which will meet the requirements 
of Subparagraph (G) and will be ac- 
ceptable to the insurer, 


Some Special Problems Under 
Subparagraph (G) 


that the interest or 
must commence 
after the de- 
concern as 


The requirement 
instalment payments 
within thirteen months 
cedent’s death has aroused 
to the status of the marital deduction 
if, for one reason or another, the first 
payment is not actually made until after 
the expiration of the statutory period. 
This could happen in case of delay in 


filing proof, disappearance of the in- 
sured, or litigation regarding liability, 
etc. 


‘If on the date of the decedent's death, 
the contract provides that the first pay- 
ment is payable within thirteen months 
after such death, a delay in the actual 
payment would be immaterial. Contracts 
and settlement agreements should be ex- 
amined, however, to determine whether 
the payment clauses violate this require- 
ment. 

The settlement options in the policies 
of some companies provide that the first 
payment will be due on the date proof 
is filed. If the original beneficiary is 
not alive on the date proof is filed, 
settlement is made with the contingent 
beneficiary. This creates a remainder 
payee terminable interest, and the ques- 
tion arises as to whether the marital 
deduction would be available. If. under 
the terms of the settlement agreement, 
the surviving spouse was granted a 
qualifying power of appointment, exer- 
cisable on and after the death of the de- 
cedent, such a power would seem to 
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LIFE INSURANCE 


satisfy the requirements of Subpara- 
graph (G), since it would be exercis- 
able in all events. Should the surviving 
snouse die before proof is furnished, the 
proceeds probably would be included in 
her estate because she had the’ power 
to appoint such proceeds. In the draft- 
ing of such a power, care must be exer- 
cised, however, to make certain that it 
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is sufficiently broad to meet the require- 
ments of Subparagraph (G) during the a 
period between the death of the decedent 
and the furnishing of proof. Assuming 
there remains the 


certain date, or at the death of the 
surviving spouse, whichever occurs first, 
does not meet the requirements of Sub- 


a satisfactory power, paragraph (G). While the contract pro- 
more difficult question as to whether visions are viewed as. of the date of 
the payment of the first instalment upon’ the decedent’s death, if the power of 


appointment contained in such contract 
will terminate upon the happening of 
contingency other than the spouse’s 
death, it is not exercisable “in all 
events.” Suppose that W _ possesses a 
power to appoint to herself which ter- 
minates on a fixed date, and thereafter 
has the appoint to her 


the furnishing of proof satisfies the thir- 
teen months’ limitation of Subparagraph 
(G). Some doubt has been expressed as a 
to whether an agreement to pay the first 
instalment on the furnishing of proof 
would satisfy a strict construction of 
Subparagr: uph (G), and until regulations 
desirable to 


are issued, it might be she power to 
avoid such an arrangement. estate. Such an arrangement might be 
Bust Be Basedicable “in Al Becais” desirable where insurance proceeds are 
left with the insurer at interest until 
As already explained, a power of ap- a fixed date and then are payable as 
pointment must be exercisable “in all an annuity with a period certain. Dur- 
events.” According to the Senate Re- ing the time interest is paid, the spouse 
port, a power which will terminate on might be granted the unlimited power 
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E at Standard Life don’t believe (contrary to the 
OY scien of some people) that all life insurance pol- 
icies cost the same. We think that for dollars paid-in, the 
Standard Life of Indiana gives back more through low 
premiums and higher settlement options than do most 
companies operating on the C.S.O. rates. 


Space for You 
to Figure 


FOR EXAMPLE — Standard Life’s Figures 


Rate per $1,000 at age 35... 








. $20.60 
x10 


$206 


1. Take an insured 
age 35 buys a $10,000 
policy and pays the 
premium for say, 20 
years (or use any pe- 
riod you want). 


Annual premium $10,000 policy. 
Years of premium 
Total Cost 

















2. Kill off the insured 
and take 20 years of 
limited payments for 
the beneficiary (or 
take any other install- 
ment option you 
wish). 


Monthly payment to beneficiary .$55.10 
Months to year 
Annual payments. . . 

x 20 


Payments for 20 years $13,224 

















3. Divide dollars re- 
ceived by beneficiary 
by total premiums paid 
by insured. (Guaran- 
teed.) 


$13,224 
§ 4,120 


Number of dollars paid 
back by Standard Life 


for each dollar received 











Sure the above is competitive—that’s the spice of life! There is no collusion 
in the life insurance business—each company is in fair competition with 
every other one. Write the Standard Life for further information. Agencies 
open nationally. 


STANDARD LIFE INSURANCE CO. 


OF INDIANA 


INDIANAPOLIS 


INDIANA 





to withdraw all of the proceeds. When 
the annuity commences, she could be 
given the power to appoint to her estate, 
This plan does not appear to violate 
the philosophy of the power of appoint. 
ment subpz aragraph, but it does not ex. 
actly fit its language. Allowance of 
the deduction under such an arrange- 
ment could be sustained if the words 
“in all events” were construed to mean 
that, during any period, at least one 
of the qualifying powers must be exer- 
cisable. 

The requirement that the powers un- 
der Subparagraph (G) must be exercis- 
able by the surviving spouse “in all 
events” creates two problems worthy of 
mention with respect to the power of 
withdrawal or commutation. Some set- 
tlement contracts provide that the bene- 
ficiary may withdraw the principal only 
on an “interest due date.” For example, 
if interest is payable annually, W would 
not be permitted to exercise her power 
until the end of the interest year, in 
which case the marital deduction might 
be disallowed on the theory that the 
power was not exercisable “in all 
events.” The other problem arises in 


connection with contract provisions 
which give the insurer the right to 
defer for a per riod not exceeding six 
months (or for the maximum period 


permitted by law if such maximum pe- 
riod is less than six months) the grant- 
ing of a request for withdrawal of prin- 
cipal or commutation of instalments. If 


the provision simply defers the pay- 
ment of the principal, the marital de- 
duction should not be jeopardized, but 


if the provision is worded so as to create 
a notice requirement as a condition to 
the granting of the request for with- 
drawal or commutation, the free exercise 
of the power of appointment, would be 
restricted. The latter’ type of clause. is 
seldom used in current practice, but in 
some of the older contracts the power 
of withdrawal was conditioned upon the 
furnishing of a time wotice. This situa- 
tion illustrates the importance of exam- 
ining all settlement contracts and op- 
tions before adding such a power of 
appointment. 


Can Proceeds of Single Insurance 
Contract Be Split Into Two Parts? 


Another question, which it is hoped 
the Regulations will resolve, is whether 
the proceeds of a single insurance con- 
tract can be split into two parts, with 
one part payable under an agreement 
which would qualify for the marital de- 
duction, and the other under an agree- 
ment which would not qualify. For 
example, half of the proceeds might be 
left under a deferred settlement agree- 
ment qualifying under Subparagraph 
(G) and the other half under a _ non- 
qualifying agreement for the benefit of 
children. When the amendment to Sub- 
paragraph (G) was drafted, it was rec- 
ommended that the words “any contract 
supplemental thereto” be inserted after 
the first reference to life insurance, en- 
dowment, and annuity contract. Among 
other results this might have given 
recognition to the possibility of having 
two or more agreements under a’ single 
policy or contract. The recommenda- 
tion was not adopted, and hence it 
might be assumed this is a matter which 
will be covered by Regulation. 

Under the philosophy. of the marital 
deduction there should ‘be no doubt that 
where several supplemental agreements 
are employed, or where, under a single 
agreement the proceeds are separated into 
distinct parts, such supplemental agree- 
ment or division .of proceeds should 
stand on its own. The term “interest in 
property” as used in Section 812 (e) re- 
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o the extent or the quantum of 
nership. The amended Subparagraph 
‘G) deals with an “interest in property 
stn from the decedent consisting of 
Proceeds under a life insurance, endow- 
aoe or annuity contract * * *.” _Apply- 
“> the accepted definition of “interest 
on copesty,” it seems quite patent that 
fe section contemplates that where pro- 
pre of a contract are divided, each part 
will constitute an interest in_ property 
entitled to qualify for the relief available 
under Subparagraph (G). The Regula- 
tions undoubtedly will cover this point 
and it is anticipated that the conclusions 
expressed herein will be confirmed. 


fers t 


Another interesting question involves 
the problem of calculating the marital 
ction where only part of the policy 
proceeds is includible in the insured’s 
gross estate. For instance, the proceeds 
of a $100,000 policy taken out prior to 
lanuary 10, 1941, without retention by 
the insured of any incidents oft owner- 
ship, are includible in his gross estate 
nly in the proportion that premiums 
were paid by the insured after January 
10, 1941. Suppose (1) that this results 
in inclusion in the insured’s gross estate 
of $60,000 and (2) that only one-half of 
the full policy proceeds ($50,000) quali- 
fes for the marital deduction. Will the 
marital deduction be $50,000—i.e., one- 
half of the full policy proceeds—or only 
$30,000—i.e., one-half of that portion of 
the policy proceeds included in the gross 
estate? A case like this is apt to arise 
whenever the surviving spouse’s power 
f withdrawal is limited to a fixed per- 
rentage of the proceeds so as to qualify 
only a part of the proceeds of a policy 
transferred in the manner described 
bove. 
Property Previously Taxed 


dedu 





The marital deduction concept hinges 
nthe general principle that an interest 
nproperty entitled to the deduction will 
be taxable in the gross estate of the sur- 
viving spouse. In order to carry out 
this principle, it was necessary to amend 
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Section 812(c) of the Code, which un- 
der certain conditions permitted a de- 
duction in the case of property previ- 
ously taxed. The amendment provides 
that the deduction heretofore permitted 
under Section 812(c) is disallowed to 
the estate of a surviving spouse with 
respect to the two following types of 
property: 

1. If H dies after December 31, 1947, 
no deduction can be taken by W’s estate 
with respect to property H left to W. 

2. In the case of a gift of property 
by H to W after the date of enactment 
of the Act, W’s estate will not be al- 
lowed a deduction with respect to such 
transferred property . 

With respect to these categories of 
property the deduction for property pre- 
viously taxed is disallowed irrespective 
of whether the property involved was 
entitled to a marital deduction. 

Life insurance proceeds, like other 
forms of property, are exposed to seri- 
ous estate tax consequences as a result 
of the loss of the deduction for property 
previously taxed if both spouses die after 
December 31, 1947, within a period of 
five years. The deduction is still available 
if one spouse died prior to that date. 
The deduction on account of a gift tax 
paid prior to the enactment of the Act 
has little significance because there have 
been relatively few gifts of life insur- 
ance during the past five years. 


Estate Planning 


The net savings in estate taxes as a 
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RETURN 
PREMIUM 


Policies provide for 
full coverage begin- 
ning at age 15. The 
death benefit prior to 
age 15 is the premiums 
’ paid with interest thereon 
compounded at the rate of 
24% per annum. 
Policies Available—Life Paid- 
up at 50, 20 pay Life, 20 Pay 








at 18—Cash Benefit. 


Complete information concerning 
the BERKSHIRE’S JUVENILE 
POLICIES will be furnished upon 
request, 


If you are a full time Agent of anycompany 
we solicit your surplus business only. 


INCORPORATED 1851 
HARRISON L. AMBER, President 





«JUVENILE INSURANCE 


cies is outstanding in the Juvenile Market today. 
ULTIMATE AT AGE 1 and RETURN PREMIUM PLANS issued on the 
lives of children from ONE DAY to 14 Years of Age. 


those written under six months of 
age where the coverage for the first 
policy year is at the rate of $250 for 
each $1000 Sum Insured. 
Policies Available—Endowment at 85, 
Life Paid-up at 50, 30 Pay Life, 20 Pay 
Life, 20 Pay Endowment at 65, 20 
Year Endowment,-15 Year Endow- 
ment and Endowment at 18. 


Endowment at 65, 20 Pay Life— 
Cash Benefit and Life Paid-up 
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LIFE INSURANCE COMPANY 
PITTSFIELD, MASS. GENERAL AGENT 





result of the new Act generally will be 
the difference between the reduction in 
the tax on H’s estate and the increase 
in the tax on W’s estate. If the differ- 
ence is invested, the interest increment 
(less the estate tax on the increment) 
represents additional savings. Moreover, 
the rate at which and the probable man- 
ner in which the surviving spouse will 
consume the estate left to her must be 
taken into consideration. In estimating 
net savings, the life expectancy of the 
surviving spouse is highly important. The 
effect of these and many other variables 
further complicate estate planning, and 
life insurance estates do not escape the 
considerable amount of arithmetic in- 
volved. 

The ultimate tax savings may depend 
upon other considerations, as for exam- 
ple, whether H leaves all of his estate 
to W or whether a portion of the estate 
is left to others or in trust. Frequently 
maximum savings can be accomplished 
by dividing H’s estate so that W re- 
ceives a qualified share equal to the 
marital deduction limit and the remain- 
der is left in trust which does and need 
not so qualify. Assuming that W consumes 
part or all of her qualifying share, the 
net estate tax savings would be substan- 
tial. Moreover, the risk of a heavy tax 
burden should W die shortly after H is 
substantially reduced because the prop- 
erty in trust would not-be taxed again. 
Life insurance is ideally adapted to pro- 
vide W’s qualified share, in that it may 
be arranged to cover her lifetime needs. 


The Berkshire’s Port- 
folio of Juvenile Poli- 
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AT AGE 1* 


Policies provide full coverage 
from date of issue except for 
































*Available in New York State at Ages 
5 to 14 inclusive. 
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BENEFITS 


Payable to age 25 of the 
insured child. Payor Death 
only and Payor Death or 
Disability Provisions. 
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The proceeds can be paid as a life an- 
nuity without refund, in which event W 
would receive maximum income and 
nothing would be taxable at her death. 
An annuity option with a period certain 
not greater than W’s expectancy might 
be elected, which would completely de- 
plete W’s estate should her longevity 
be normal. In either case, the income 
can be definitely determined in advance 
and it would not be reduced by Federal 
Estate Taxes. 


Manual Issued by LIAA 

A manual describing the activities 
and services of the Life Insurance As- 
sociation of America, and listing its 
committees and member companies and 
their officers, has been issued by the 


association. Copies of the  sixty-one- 
page booklet are now being sent to 
members. 


The manual is intended for reference 
use by member companies and others. 
Among the subjects covered are the 
organization and purpose of the asso- 
ciation, its administration, its constitu- 
tion, its meetings, and its functions. The 
various services furnished to member 
companies are described in detail. The 
manual also tells about the facilities of 
the association’s office and the activities 
of its staff. 

The manual will be revised annually 
to reflect changes in committee and 
company listings, or in the scope of 
the association’s work. 


INHERITANCE TAX RULING 

Texas Attorney General Price Daniel 
has ruled that joint beneficiaries of life 
insurance policies are not required to 
pay the state inheritance tax when two 
beneficiaries or their survivors do not 
have the right to act alone to affect the 
interest of the other in the policies. 
The opinion was asked by State Comp- 
troller George H. Sheppard. 
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Security and peace of mind 
are the basic elements for a 
happy life. Through half a 
century our Agents have been 
trained to offer friendly serv- 
ice in providing for these 


vital human needs. 


THE COLONIAL LIFE 


INSURANCE COMPANY 
OF AMERICA 


HOME OFFICE, JERSEY CITY 6, N. J. 
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AVE your prospects or customers ever asked 

you for detailed information concerning a 

certain insurance company or agency, or 

wanted to know some little-known facts about the 
business or the people in it? 


Have you yourself ever wanted to know names 
of officers and directors, lines written, territory 
covered and other pertinent facts regarding any 
insurance company in the United States — stock, 
mutual or reciprocal? 


And have you ever wondered where you could 
find information and statistics about practically 
every phase of the insurance business—all in one 
volume? 


This famous 900-page publication is the most 
widely used reference book in the business—and 
the lowest priced! Look over the partial table of 
contents—see how valuable this fact-full volume 
will be to you every day in the year—then send for 
THE INsuRANCE ALMANAC at only $5. 


The Biographical Section has been published 
separately this year under the title of “Who’s Who 
in Insurance” and sells for $5.00. Both sections, 
when ordered at the same time, cost $8.00. 


"IF YOU DON'T KNOW, LOOK IN 
THE INSURANCE ALMANAC!" 


THE UP-TO-DATE AND 
COMPLETE ANNUAL 
REFERENCE FOR ALL 

INSURANCE BUSINESS 





PARTIAL TABLE OF CONTENTS 


THE INDIVIDUAL — Who’s Who in _ Insurance. 


Biographical sketches of the leaders in the business.* 


A Biographical Directory of leading agents in the 
larger cities, country-wide. 


Independent adjusters and actuaries, with biographi- 
cal sketches. 


THE COMPANY—Officers, Directors, Lines Written, 
Territory Covered—Fire and Casualty (Domestic and 
Foreign), Stock, Mutual and Reciprocal. 


Statistical tables showing financial condition of com- 
panies. Special tables showing premiums and losses by 
classes. Life Insurance growth, payments to policy- 
holders. 


THE ORGANIZATION—National, State and Local 
Associations of Fire, Casualty and Life Underwriters— 
Who’s Who in them, when and where they meet, 
Officers, Executive Committees, etc. 


THE STATE—Insurance Supervising Officials, their 
deputies and assistants, States having certain particular 
laws. State requirements for agents, for brokers. In- 
surance laws passed in early months of 1948. 


THE PRESS—Complete list of Insurance Journals 
and Organization House Organs—Names of editors and 
publishers. Purposes and field covered. 


oss ey Ol Weekly Wnderweriter sew vores xy 


Name .... 


(1 Please send the 1948 Edition of 
THE INSURANCE ALMANAC. $5 


enclosed. 


“WHO’S WHO IN INSURANCE.”- 


$8 enclosed. 


| [] Please send THE ALMANAC and City 


* See Price Notation on Order Blank. 


Address 
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Provident Mutual 


(Continued from Page 12) 


verse situations so readily that they 
se us little or no inconvenience. 
aad of the illnesses with which we 
sgn deal in applicants for life in- 
surance are on a psychological basis. 
We make allowance for a certain 
amount of emotional difficulties as be- 
ing within accepted limits for standard 
insurance. ‘This is particularly true 
wien the individual is faced with an 
qcte emergency or personal catas- 
trophe, resulting in symptoms such as 
headaches, indigestion, and insomnia. 
We appraise the individual in the light 
of the circumstances under which he 
was placed, the severity and nature of 
his symptoms and his subsequent, ca- 
pacity for normal readjustment. If his 
symptoms were not serious and 
promptly disappeared when the acute 
situation causing them was corrected, 
and if he made an adjustment to his 
normal environment, he may be con- 
sidered favorably for standard insur- 
ance. The crux of the problem is the 
person’s ability to maintain a state of 
equilibrium under the usual stresses 
and strains of living. If he succumbs 
to just an average amount of wear and 
tear, he is substandard material both 
from a standpoint of emotional sound- 
ness and underwriting standards.” 
New Application Blank 

Vice President and Insurance Super- 
yisor F. Phelps Todd presented a re- 
yised application blank designed to 
facilitate the work of the agent in se- 
curing signatures for all types of own- 
ership of insurance. This part one con- 
tains simplified questions regarding 
aviation and has other features which 
will aid the agent in presenting com- 
plete information to the home office. 
A new “build chart” containing modi- 
fications of company rulings on over- 
weights and underweights was also 
given to the field force. This embodied 
liberalizations in underwriting which 
have been adopted recently. 

Finally it was announced that the 
company had increased its limits for 
the acceptance of Accidental Death 
Benefits from a maximum of $25,000 to 
a maximum of $50,000. 

Term vs. Permanent Insurance 
Vice President and Actuary Edward 
W. Marshall discussed the recurring 
waves of term insurance’ sentiment 
which have affected the life insurance 
sales picture over the years. He pointed 
to the renewable term insurance de- 
velopments of the nineteenth century, 
and the disappointment which arose as 
premiums increased and policies lapsed. 
He likewise reviewed the professional 
twister’s methods which developed after 
World War I, and showed how the 
substitution of term for permanent in- 
surance failed as an answer to human 
problems as the great depression of the 
thirties made independent investment 
of funds disastrous in many cases. 
When the average portfolio of com- 
mon stocks declined in value from 
$100,000 in 1929 to $16,000 in 1932, and 
bonds depreciated in value by one third. 
life insurance cash values were still 
worth 100 cents on the dollar. As a re- 
sult, the pendulum swung away from 
erm insurance to the purchase of the 
permanent values of the other types of 
life insurance. 
Business Insurance 

The field of business insurance came 
in for considerable discussion as a 
source of agent as well as client se- 
rity. Francis J. Conlin, Ann Arbor, 
Michigan, indicated the need for in- 
teasing business insurance coverage. 
Quoting the McGraw-Hill study of 
12000 wholesalers, Mr. Conlin stated 
that only 25% carried business insur- 
ance, 8% were additionally solicited but 
lid not buy, and 67% had never been 
called on. With 80% of the property 
values of the United States insured, 
nly a minor fraction of the human life 
values in business has been covered, 
Mr. Conlin said. 
W. Robert Moore, Decatur, Ill, a 





President Linton 
(Continued from Page 12) 


has a most important role to play. First 
of all it affords the surest means of 
providing protection for a man’s family 
and himself against the consequences 
of the loss of income through death or 
the infirmities of old age. For this se- 
curity he need not turn for help or 
subsidy to the government. The gov- 
ernment’s role is to see that the com- 
panies are soundly operated. Beyond 
that the situation is in the hands of the 
individual companies who compete ac- 
cording to their abilities for the favor 
of the public. Because the competition 
is intense, the policyholders are likely 
to benefit by the efforts of the com- 
panies to improve service, reduce cost 
and develop new kinds of protection to 
meet new conditions.” 





member of the Million Dollar Round 
Table, also stressed business insurance 
angles. He suggested key man insur- 
ance as the most worth-while field, but 
added sole proprietorship as a greatly 
neglected area. Automobile dealers, 
whose franchise can not pass by in- 





profession. 
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THE PRUDENTIAL 
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heritance, are open to the sale of in- 
surance as indemnity for a producing 
force that can not be passed on to the 
dependents of the owner. 

Assistant Counsel Edwin E. Weller 
outlined the effects of Marital Deduc- 
tion legislation on the life insurance 


market. 

General Counsel Thomas A. Brad- 
shaw spoke on the opportunities for 
deferred compensation plans in the 
light of pending legislation at Wash- 
ington. 

Kenneth L. Anderson, New York, 


closed the week’s sessions on an in- 
spirational note. “It is a peculiar thing 
that most of us entered this business 
because the possibilities in the com- 
mission type of earning were more at- 
tractive than the security of a job with 
salary * * * and now, in retrospect, we 
can see that it is we who really have 
the security. For the life insurance 
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611 QUALIFIERS! 


The Prudential is pleased to announce that 611 Prudential men and 
women — the largest number of qualifiers in the Company's history — 
have qualified for the 1948 National Quality Award. 


In 1895, John F. Dryden, our founder, said, "The Business that Stays 
is the Business that Pays." That sound thought on quality underwriting 
has long been a basic part of the Prudential philosophy. 


To those Prudential men and women, and to all the other Quality 
Award Winners, we offer our sincerest congratulations. May their 
accomplishments be an inspiration to everyone in the underwriting 
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HAIGHT, DAVIS & HAIGHT, Inc. 


FRANK J. HAIGHT, President 
Consulting Actuaries 
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Woodward, Ryan, 
Sharp & Davis 


Consulting Actuaries 
41 PARK ROW, NEW YORK 
Telephone BArclay 7-4443 . 











agent, security is a two-way street. At 
one end is financial well-being; at the 
other are satisfaction, independence, 
happiness, and pride. When we help 
others, we also help ourselves.” 


In addition to the business sessions, 
delegates to the convention enjoyed 
bus trips to Moraine Lake, Lake 
Louise, and Emerald Lake. A night of 
games, an afternoon of sports, and a 
dinner dance rounded out the recrea- 
tional program. 
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AMERICAN BAR ASSOCIATION INFANTILE PARALYSIS 

The annual meeting of the American The National Foundation for Infantile 
Bar Association being held this week is Paralysis, president of which is Basil 
one of the most important of all the ae aes : 
gatherings having relationship to insur- O'Connor, has been fighting acate polio 
ance. Its insurance section, with its own ¢@Ses for ten years. In 1938 only 300 hos- 


individual meetings, has always attracted pitals in the United States accepted such 
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the Postal National Life of New York. @nd_ real estate agent, member of the alternated in the playing of the part so 


Minnesota state agent of the Phoenix 
of Hartford and it is reported he con- T 
company took over the business of the templates going into the agency field 


Massachusetts Accident Company and in 


joined the Phoenix as special agent in 
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Sir Thomas Frazer 


I can't recall ever seeing the picture 
in American newspapers of Sir Thomas 


Frazer, O.B.E., F.F.A., one of the best- 
liked of the Sritish insurance managers. 
He is general manager of the North 


British & Mercantile and its associated 
companies—Railway Passengers Assur- 
ance Co., the Fine Art & General In- 
surance Co., Ltd., and the Ocean Marine 
Insurance Co., Ltd. He has visited this 
country twice. 

Sir Thomas began his insurance ca- 
reer with the Scottish Union & National 
Insurance Co. of Edinburgh in 1900 with 
which company he had general training 
through the various departments, finally 
becoming assistant to Hugh W. Brown, 
the actuary. Brown was quite a friend 
of the American actuaries, including 
Dr. Arthur Hunter, Lawrence M. Cath- 
Jes, Arthur Coburn and the late Henry 
Moir, and kept up quite a correspond- 
ence with them. 

In 1906 Sir Thomas became a Fellow 
of the Faculty of Actuaries in Scot- 
land. When the first World War came 
along he joined the Army and was later 
seconded to the War Office going from 
there to the Air Ministry. In 1918 he 
was awarded the O.B.E. (Military) 
Those initials stand for Officer of the 
British Empire. 


When the war was over he became 
a manager of a finance and_ issuing 
house business. until 1922 when he 
joined the North British & Mercantile 


as assistant secretary. Four years later 
he was advanced to secretary of the 
company. In 1937 he was promoted to 
deputy general manager and secretary. 
The general manager of the company 
then was the late Sir Arthur Worley, 
a dynamic figure in the British insur- 
ance field whose vivid personality re- 
minded many Americans of the late 
Henry Evans, president of the America 
Fore companies. 

In 1947 Sir Thomas 
manager of the North 
associated companies. 

During World War II and since Sir 
Thomas has taken a prominent part 
representing insurance interests, dealing 
with questions arising mainly out of the 
finance regulations, all of which has 
necessitated close liaison between Gov- 
ernment authorities and the insurance 
industry of Great Britain. The special 
work of Sir Thomas was recognized by 
the granting of a knighthood on Janu- 
ary 1, 1947. 

Sir Thomas is a member of the Capital 
Issues Committee, Finance Corporation 
for Industry, Ltd., Council of Foreign 
Bondholders and is chairman of the 


became 
British 


general 
and its 


Westminster & Kensington Freeholds, 
Ltd. From 1943 to 1945 he was chair- 


man. of the Investment Protection Com- 
mittee of the British Insurance Asso- 
ciation. For twenty years he was a 


member of the Insurance Unemployment 
Board, 
July, 


1943 to 
Scheme 


from 
Special 


being chairman 


1948, when the 

















was merged in the National Insurance 
Scheme. 

Amiability, courtesy and 
ing are three of his major 
tics and they have contributed to the 
great success he has won, not only in 
the insurance world but in his relations 
with Government authorities, financiers 
and business men generally. 

a ee 
President of American Management 
Association 

Lawrence A. Appley is new 

dent of American Management 


understand- 
characteris- 


presi- 


Asso- 


ciation. Born at Nyack, New York, he 
is a graduate of Ohio Wesleyan Uni- 
versity from which he holds a Doctor 


of Laws degree awarded in 1946. After 
graduate work at Ohio State and Syra- 
cuse Universities, Mr. Appley served 
as an instructor at Colgate Universtiy 
for three vears. 

Mr. Appley started his 
career in 1930 as personnel manager 
of the Buffalo division of the Socony- 
Vacuum Oil Company, Inc. In 1934 he 
was transferred to New York as edu- 
cational director for the company’s do- 
mestic and foreign operations. In 1941 
he left Socony-Vacuum to become asso- 
ciated with the Vick Chemical Co. as 
vice president in charge of personnel, 
and later as a member, board of di- 
rectors. 

In 1941 Mr. Appley was granted 
leave of absence by Vick Chemical to 
serve in Washington as expe-:t con- 
sultant on civilian personnel to the 
Secretary of War. In January, 1943, 
he was appointed Executive Director 
of the War Manpower Commission and 
shortly afterward was given add'tional 
responsibilities as deputy chairman un- 


business 


der Paul V. McNutt. He held both 
positions, for which he was awarded 
the Medal for Merit by President Tiu- 


man, at the time of his retirement from 
the government in July, 1944, to return 
to the Vick Chemical Company. 

In 1946 Mr. Appley resigned from 
Vick Chemical to become vice pres:dent 
in charge of personnel and public rela- 
tions and a director of Montgomery 
Ward & Co. He resigned these posi- 
tions in 1948 to accept the full-time re- 
sponsibilities as chief executive of the 
American Management Association. 

* * * 


Debate Value to Lloyd’s Brokers of 
Institute Examinations 
Whether passing the Chartered In- 
surance Institute of London examina- 
tions will help brokers at Lloyd’s or 
not is the subject of some interesting 
correspondence in the Post Magazine 
of London. One of the letters reccived 


by the Post Magazine follows. The 
Cuthbert E. Heath mentioned in this 
letter died a few years ago. He was 


creator of ‘a’ number of non-marine 
coverages 

“My recent remarks regarding the 
problematical value at Lloyd’s of the 
Chartered Insurance Institute examina- 
tions have prompted a long and inter- 
esting letter from a company executive 





British Manager 











SIR THOMAS FRAZER 


definitely 








Although he is 
that the classes and 
standards are of value, yet the only 
conclusion I can reach from his writing 
does not upset the main contention of 
what I wrote, namely, that firms which 
make up the market at Lloyd’s have not 
yet adopted the results of the examina- 
tions as a primary basis of employment 


in Glasgow. 
of the opinion 


or preferment. Nothing he says alters 
the fact that, for the most part, it is 
who you know rather than what you 
know that counts. 

“My correspondent says that it was 
twenty-five years ago when he started 
with a Lloyd’s broker and it was at 
the instigation of his father-that he 
took the examinations. He was one of 
a staff of about 100 and very much 
alone in his ambition. Also ‘trme off’ 
to sit for the examinations was given 
only with reluctance. Being a_ brokers’ 
clerk, he was not at that time entitled 
to membership of the Insurance Insti- 


tute of London and he was told that he 


could only sit as an ‘outside’ student. 
The main point he wishes to make is 
that in the course of his seven years’ 


with Lloyd’s brokers he 
to know a number of in- 
students, but very 
Many are 


early training 
naturally got 
surance examination 
few are left as Lloyd’s men. 


now with insurance companies, not a 
few being branch managers. He goes 
on to suggest that underwriters and 
brokers might well do more to en- 
courage their staffs to take the CII 


examinations as it will help those in 
charge of employes to pick out those 
who are trying to learn scmething about 


their work. 
“The only other part of the letter to 
which I would make reference before 


adding a few comments is the ingenious 
that if F. W. Marten and 
Heath had taken the CII 
who knows but what they 
risen to even greater 
younger people in 


suggestion 

Cuthbert E. 
examinations, 
might not have 
heights. At any rate, 


the business could have benefited from 
their experience as tutors! 
“IT have quoted from this letter at 


some length because I feel it is a ques- 
tion that needs the utmost publicity. I 
was recently consulted by the heads of 
a certain firm on this matter. They 
wished to formulate a policy regarding 
their employes and the examination, 
having been prompted by the examina- 
tion success of one of their staff and 
perhaps also by what I had written. I 
asked them whether they thought the 
knowledge thus acquired was of value. 
If it was, then they should pay for it. 
This they could do in one of two ways. 

“As to the suggestion concerning F. 
W. Marten and Cuthbert E. Heath, I 
cannot agree at all. These two gentle- 
men are bad examples for my corre- 
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GLENN D. SCHWENKER 


Schwenker to Supervise Ocean Ma- 
rine Courses of N. Y. Insurance 
Society 


Glenn D. Schwenker, educational as- 
sistant of the School of Insurance of the 
Insurance Society of New York, has 
been appointed to supervise the ocean 
marine instruction offered by the 
ety. For the coming semester the school 
offers five —— in ocean marine, as 
contrasted with two subjects—underwrit- 
ing and loss adjusting—which were given 
prior to 1947. Additional to that are 
commercial geography, division of un- 
derwriting into cargo and hull and the 
fifth subject, new this year, which is 
“General Shipping Procedure.” 

Although he did not join the school’s 
full-time staff until April of this year, 
Mr. Schwenker had previously taught 
the society’s classes in general principles, 
and prior to that time had been a stu- 
dent in ocean marine classes 

A native of Nebraska, Mr. Schwenker 
comes from an insurance family. His 
father is engaged in insurance in Lin- 
coln, and his uncle, H. L. Schwenker, 
is vice president and actuary of the 
Lincoln Liberty Life in Nebraska 

Mr. Schwenker attended the Univer- 
sities of Nebraska and Michi gan, and ob- 
tained the degree of A.B. in actuarial 
science from the University of Michigan 
in 1931. After spending two years with 
the Metropolitan Life in New York he 
returned to Omaha in 1933, to take a 
position in the actuarial reg Fr ag of 


soci- 


the Woodmen of the World Life Insur- 
ance Society, and remained there until 
1941. 


While in Omaha he was active in the 
Junior Chamber of Commerce, serving 
on the board of directors of th: at organi- 
zation for seven years and head- 
ing its membership drive for three years 

In January, 1942, Mr. Schwenker ac- 
cepted the position of claims examiner 


also 


in the office of the American Marine 
Hull Insurance Syndicate in New York, 
and remained there until joining the In- 


surance Society of New York as educa- 
tional assistant. In addition to the fire 
and marine courses, the “Principles” and 
“Orientation” have also been 
placed under Mr. Schwenker’s super- 
vision by Dean Arthur C. Goerlich. 


classes 





spondent’s argument inasmuch as they 
were perfect illustratio ms of that over- 
worked word ‘genius.’ C. E. Heath, in 
particular, blazed the trail in many di- 
rections and no course of studies could 
have helped him as, until he produced 
his ideas, there was nothing on which 
to base a curriculum for study on the 


_ Subjects concerned, let alone an exami- 


Glas- 


nation. Nevertheless, I 
gow correspondent.” 


thank my 
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Joint Fire Safety 
Fact-Finding Group 


TO COORDINATE’ ACTIVITIES 





Four Associations Cooperate to Find 
Ways to Make Loss Prevention 
Work Generally More Effective 





The Factory Insurance Association, 
National Automatic Sprinkler Associa- 
tion, National Board of Fire Under- 
writers and National Fire Protection 
Association have evidenced a sense of 
responsibility to the public for the ad- 
vancement of fire protection in a joint 
undertaking activated during 1948. 

To further this aim, a Joint Fire 
Safety Fact-Finding Conference has 

. been organized to develop ways and 
means of securing factual information 
to broaden and, at the same time, to 
coordinate the loss-reduction activities 
of these national organizations. 


Members of Policy Committee 


A meeting of the policy committee of 
those actively interested was held in 
New York in May. Among those pres- 
ent were C. W. Pierce, Factory Insur- 
ance Association; A. M. Lewis, T. S. 
Duke and Ira W. Knight, National Auto- 
matic Sprinkler and Fire Control Asso- 
ciation; A. Bruce Bielaski, National 
Board of Fire Underwriters, and Percy 
3ugbee, NFPA. 

At that meeting the automatic sprink- 
ler industry again expressed its sincere 
desire to cooperate with all interests in 
ascertaining the cause of all important 
fires, particularly those involving large 
losses, with emphasis upon those oc- 
curring in sprinklered properties. This 
industry desires also to develop through 
research advanced types of approved 
equipment to safeguard increasing haz- 
ards of manufacturing processes and to 
cooperate with all other organizations 
in the development of new types of 
extinguishing equipment and in studies 
of special fire protection problems. It 
was agreed by all present that these 
aims would be in the public interest 
and organization of the conference was 
consummated. 

This conference is set up to cooperate 
with and to work through presently 
consfituted committees of other organi- 
zations interested in similar aims. 

At a meeting held in New York in 
July a technical committee was ap- 
pointed to develop ways and means for 
handling the special protection problems 
of the day. That committee consists of 
J. S. Mallory, automatic sprinkler in- 
dustry, chairman; E. W. Fowler, Na- 
tional Board of Fire Underwriters, sec- 
retary; Horatio Bond, NFPA; Ira W. 
Knight, automatic sprinkler industry, 
and L. B. Hansen, FIA. 


Corroon & Reynolds Opens 
Phila. Underwriting Office 


Corroon & Reynolds, Inc., has estab- 
lished a complete underwriting unit at 
322 Walnut Street, Philadelphia. The of- 
fice will have supervision of Philadelphia, 
Philadelphia suburban and southern New 
Jersey, and will be under the direction 
of D. O. Haggerty, manager, who will 
have as assistants Raymond S. Winnard 
and Norman B. Stinson. Additions have 
been made to the staff in order to pro- 
vide complete service to the producers 
in the territory covered, 

William Dickey has been appointed 
special agent for Philadelphia and Phila- 
delphia suburban. He is a thoroughly 


experienced insurance man, and until a 
short time ago was special agent for the 
Fire. 


Manufacturers 


F. A. RYERSON’S LONG CAREER 





One of Newark’s Oldest Active Insur- 
ance Agents Started With O’Gorman 
& Young Agency in 1894 

Fifty-four years with one agency, 
Fred A. Ryerson of O’Gorman & Young, 
Inc., Newark, one of New Jersey’s larg- 
est agencies, has the distinction of being 
the oldest in point of service in that 
agency and shares honors with Frank 
B. Heller, vice president of Schlesinger- 
Heiler, another large agency in New- 
ark, of being one of the oldest active 
agency men in that city. 

Mr. Ryerson does not look nor act 
his age which is 71 years, and he is 
daily on the job in the O’Gorman & 
Young fire department. His nephew, 
Irving Ryerson, heads the casualty de- 
partment of the agency, and both are 
members of one of New Jersey’s oldest 
families. Their ancestors came over 
from Holland in the 1700's to settle in 
or near Wayne Township. 

Fred Ryerson was hired by the late 
Robert O’Gorman on March 8, 1894 
when the agency opened its doors in 
a one room office at 774 Broad Street, 
Newark. He was office boy, messenger 
and clerk—the first employe of what is 
now a flourishing agency writing in the 
millions annually. In the early days, he 
says, automobile, compensation and lia- 
bility insurance were unknown. Policies 
were written in long hand, and young 
Ryerson had plenty of leg work in 
delivering them. 

Through the years he has acquired a 


PEARL ADVANCES CHISHOLM 





Appointed Underwriting Secretary at 
Home Office in N. Y.; Continues 
Also as Auto Dept. Head 
The Pearl Assurance and its affiliates, 
Monarch Fire and Eureka-Security Fire 
& Marine, announce appointment of Al- 
fred T, Chisholm as assistant underwrit- 
ing secretary in the home office in New 


ork. 

Mr. Chisholm has been manager of 
the Pearl’s automobile department since 
1935 and will continue to have general 
supervision of that department in addi- 
tion to his new duties in fire under- 
writing. During the life of the War 
Damage Corporation he had complete 
charge of that operation for the group. 

He is a native of New York City and 
started his career in insurance with the 
Queen, later becoming special represen- 
tative of the automobile department of 
the Royal-Liverpool companies traveling 
Ohio, Michigan and Indiana and then 
assistant manager of the automobile 
departments of those companies before 
going with the Pearl. 





valuable background of knowledge re- 
garding O’Gorman & Young’s customers 
and their insurance requirements. De- 
pendability is one of his strong qualities. 

This year actually marks Mr. Ryer- 
son’s fifty-fifth anniversary in the busi- 
ness as he served a year in the agency 
of his brother-in-law, G. H. Teller, be- 
fore joining O’Gorman & Young. Active 
in church work, he is on the board of 
trustees of the Centenary Methodist 
Church of Newark, and chairman of its 
finance committee. Mrs. Ryerson is also 
an active church worker, being treas- 
urer of the Woman’s Society of Chris- 
tian Service of that church. 

In his younger years Mr. Ryerson 
played baseball and bowled. Today his 
hobbies are gardening and amateur mov- 
ing pictures. 
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He rides in your town! But you can help stop him by 
tying in with the powerful advertisements of the National 


Board of Fire Underwriters now appearing in national 


magazines. Items for this purpose are available from the 
Board’s Public Relations Department. Use them—for the 


good of your community, and excellent public relations 


benefits for your agency. 
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SPRINGFIELD FIRE AND MARINE INSURANCE COMPANY SPRINGFIELD, MASS. 


CONSTITUTION DEPARTMENT x 
SENTINEL FIRE INSURANCE COMPANY 


MICHIGAN FIRE AND MARINE INSURANCE COMPANY 
NEW ENGLAND FIRE INSURANCE COMPANY . 


» SPRINGFIELD, MASS, 
- SPRINGFIELD, MASS, 
DETROIT, MICH. 
- SPRINGFIELD, MASS, 
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Eight Are Advanced 
By Scottish Union 


FOUR ASSISTANT SECRETARIES 





Bailey, Heath, O’Loughlin and Owen: 
Hansen, Bailey, Agency Supts.; ; 
Ryan, Maloney Special Agents 





The Scottish Union & National, with 
home offices in Hartford, has advanced 
four to posts of assistant secretaries 
two to agency superintendents and two 
to be special agents. Those named as- 
sistant secretaries are Wallace ¢. 
Bailey, Preston E. Heath, George Pp. 
O’Loughlin and T. E. Owen. Promoted 
to agency superintendents are Donald 

.. Hansen and Stanley F. Bailey 
while Robert W. Ryan and William F. 
Maloney are appointed special agents, 

Mr. Bailey is to be assistant secretary 
in charge of New England, New York 
New Jersey and Pennsylvania. He en. 
tered the employ of the company in 
1921 serving as clerk, assistant examiner 
and examiner. In 1937 he was appointed 
special agent for Connecticut and west- 
ern Massachusetts. In 1946 he was called 
into the home office to serve in the 
capacity of agency superintendent in 
charge of New England. He is presently 
an associate of the Insurance Institute 
of America, 


Heath and O’Loughlin 


Mr. Heath is to be assistant secretary 
in charge of the Middle West. Mr. 
Heath entered the employ of the com- 
pany in 1939 and served as state agent 
in the mountain field until 1942, from 
which time until 1945 he was in the 
United States Navy. Returning from 
service, he was appointed state agent for 
Ohio and in 1946 was called into the 
home office as agency superintendent in 
charge of the Central West states. Mr. 
Heath holds a Bachelor of Science De- 


gree in Fire Protection Engineering 
from the Illinois Institute of Tech- 
nology. 


Mr. O'Loughlin is to be assistant sec- 
retary in charge of the South. He 
joined the company in 1919 serving in 
various capacities in the underwriting 
departments at the home office, also 
assisted in organizing the Canadian 
office of the company at Toronto. Mr. 
O’Loughlin was appointed agency super- 
intendent in 1947, 


Owen and Hansen 


Mr. Owen is to be assistant secretary 
in charge of all accounting matters. He 
entered the employ of the company in 
1919, serving continuously in the ac- 
counting department in various capaci- 
ties. He is a member of the Insurance 
Accountants Association of New York. 

Mr. Hansen, special agent for Con- 
necticut and western Massachusetts, to 
be agency superintendent in the Hart- 
ford office, entered the employ of the 
company in 1920 and served in the New 
England and Southern underwriting de- 
partments in various capacities until 
1946 when he was appointed special 
agent. 


Bailey, Ryan and Maloney 


S. F. Bailey, state agent for Ohio, to 
be agency superintendent in the Hart- 
ford office, joined the company in 1923, 
serving as clerk, assistant examiner and 
examiner until 1946 when he was ap- 
pointed state agent. 

Mr. Ryan, special agent for eastern 
Massachusetts, serving under State 
Agent George R. Shaw, has been ap- 
pointed special agent for Connecticut 
and western Massachusetts and_ will 
make his headquarters at the com- 
pany’s home office, succeeding Mr. Han- 
sen. Mr. Ryan has been employed by 
the company since 1925. 

Mr. Maloney has been appointed 
special agent for eastern Massachusetts 
and Rhode Island to succeed Mr. Ryan 
in the company’s Boston office. He en- 
tered the employ of the company in 
1935 and has served in various under- 
writing capacities since that time. 
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Shelby Davis Opposes 
6% Fire Profit Limit 


HITS McCULLOUGH PROPOSALS 





Investment Broker, Formerly With N. 
Y. Dept., Says Companies, Investors 
and Public Would Suffer 

An ominous threat to the future of 
the fire insurance industry is implied in 
the McCullough report to the New 
York Insurance Department, according 
to Shelby Cullom Davis, former -Deputy 
Superintendent and partner of a New 
York Stock Exchange firm specializing 
in insurance stocks and financing. 

In a twenty-four page reply to the 
report directed to Insurance Superin- 
tendent Robert E. Dineen he warned 
that adoption of either of its recommen- 
dations—a 4% limitation on fire insur- 
ance company dividends or a 6% limita- 
tion on combined investment and under- 
writing earnings—would “have the most 
far-reaching and catastrophic results for 
the industry.” 

Ultimately such measures would make 
the industry dependent upon Govern- 
ment capital, he pointed out. The New 
Deal “coterie of dreamers and economic 
crackpots could scarcely have thought 
up more Straitjacket provisions,” he 
asserted. If adopted, they would “Hen- 
dersonize” the industry beyond the wild- 
est visions of the former OPA chieftain. 

Plea for Forgotten Stockholder 

Mr. Davis made a strong plea for the 
“forgotten men” of the fire insurance 
industry, the insurance company stock- 
holders—endowments, institutions and 
individuals, who need encouragement 
(rather than discouragement) for higher 
dividends. He quoted a _ recent let- 
ter from a fire insurance company 
stockholder. “I am a retired Chicago 
school teacher receiving a pension— 
which doesn’t go far these days of in- 
flation,” the letter stated. “As my in- 
come is frozen up-to-date, I am in a 
pretty bad fix. Will appreciate a reply 
bringing hopes for increased dividends 
from (xxx) insurance company.” 

Such a letter is typical of the plight 
of fire insurance company stockholders, 
Mr. Davis said. University endowments, 
charitable foundations, institutions such 
as hospitals and churches, pension funds 
for retired ministers and missionaries all 
have had to tighten their belts on their 
short rations of insurance company divi- 
dends. As a result new money has been 
dificult to attract to the industry. 

That it is a hazardous business, en- 
titled to ample reward for its risk- 
taking, was illustrated by Mr. Davis 
with the fact that close to 850 fire in- 
surance companies have retired from 
business during the past twenty-five 
years. Many of these insurance com- 
panies were small businesses, he pointed 
gut. Certainly it is not the function of 
the supervisory authority to harass 
small business. Regulatory authorities 
could best help small insurance compa- 
nies by a complete disavowal of the 
principles contained in the McCullough 
report, Mr. Davis said. 

Examination of Recent Offerings 
“An examination of the fire insurance 

company stock offerings to stockholders 
within the past year reveals that in no 
case was a return of 4% sufficient to 
attract new money. Indeed, the rate of 
return which was necessary to attract 
new money, in times when interest rates 
were somewhat lower than today, ranged 
from 4.5% to close to 6%. That is in- 
deed a far cry from 4%. Furthermore, 
I know of only one offering, the first, 
which was accomplished on a 4.5% basis. 
Most of the offerings were at 5%. One 
of the largest was at 5.4%. 

“The difference between a return of 
4% and one of 5% is a margin of 
25%. An additional income of 25% for 
a university or a hospital of a pension 
fund for retired missionaries and min- 
isters can easily mean the difference be- 
tween a decision to supply the new capi- 
tal or not to supply it. 

“However, there could be no greater 








Boston Selling New Stock 
To Raise Capital Funds 


Boston Insurance Co. is offering to 
its stockholders until September 20 
rights to subscribe to 100,000 shares of 
capital stock at $42 per share on the 
basis of one additional share for each 
three shares held on July 28. The sale 
will increase capitalization to 400,000 
shares. The First Boston Corp. is under- 
writing the transaction. 

Of the proceeds, $1,000,000 will be 
added to the company’s capital stock 
account and the rest to surplus. Need 
for additional capital funds has arisen 
from the increas€ in premium writings 
and a decline in the ratio of capital 
funds to premium reserve. Consolidated 
net premiums written in 1947 exceeded 
$20,000,000, an increase of about 110% 
over the 1945 business. The ratio of 
capital funds to unearned premium re- 
serve was 81% on June 30. With this 
financing the ratio will be 101%. Assets 
of the Boston on June 30 amounted to 
$44,272,944. 





misunderstanding than to believe that 
new capital’ was attracted to the fire 
insurance industry on the basis of a 5% 
yield alone. That was only one of the 
inducements offered to the investor. 
Even more important, he was afforded 
the opportunity of purchasing market- 
able assets at discounts ranging up to 
45%. In other words old stockholders 
as well as new could only be persuaded 
to invest their savings in the insurance 
business because, in addition to a 5% 
yield, they were in effect able to pur- 
chase the United States Government 
bonds in the insurance companies’ port- 
folios at as low as fifty-five cents on the 
dollar. 

“Furthermore, these discounts up to 
45% were discounts on liquidating value 
of marketable assets only,” Mr. Davis 
stated. “They gave no consideration 
whatsoever to going concern value. And 
yet, as every one recognizes, this going 
concern value is the very lifeblood of 
the companies, their agency plants and 
good will, their long record of fair 
dealings, all of which could not be dupli- 
cated today and which is worth millions 
and millions of dolars. Therefore, it is 
fair to say that the discounts from 
liquidating and going concern value ex- 
ceeded 45% by a wide margin. 

“Tt was only under these conditions, 
probably the greatest ‘fire’ sale in his- 
tory, that fire insurance company stock- 
holders could be induced to invest their 
savings in these new offerings. Yet even 
with these inducements—5% yields and 
discounts exceeding 45% from liquidat- 
ing and going concern value—the hard 
fact is that many stockholders did not 
subscribe to the new stock. Far fewer 
old stockholders subscribed than is gen- 
erally supposed. 

New Stockholders Necessary 

“For example, one fire insurance com- 
pany had a total of 1,082 stockholders 
just prior to its stock offering. No less 
than 497 of these stockholders or 46% 
failed to subscribe to the new stock. A 
total of 368 new stockholders (actually 
probably substantially more because of 
the large amount of stock still registered 
in brokers’ or so-called “street” names 
which will ultimately be split up into 
individual holdings) had to be found to 
purchase the stock which old stockhold- 
ers declined to buy. 

“In the case of another large fire in- 
surance company no less than 45.3% of 
the stock offered to its stockholders was 
unsubscribed and had actually to be 
purchased by the underwriters. In this 
case as in the other, the yield to stock- 
holders was 5% and the discount from 
liquidating value heavy. Figures are not 
available to show how much of the 
54.7% of the stock subscribed was taken 
by old stockholders and how much by 
new. From the activities of our own 
office it is known that a_ substantial 
number of rights was sold by old stock- 
holders to new stockholders who then 
did exercise the rights. Certainly far 





less than 50% of the stock was sub- 
scribed by old stockholders. 
4% Grossly Inadequate 

“From the foregoing it should be plain 
that from a practical standpoint ‘the 
payment of a 4% dividend on invested 
capital’ as recommended in the McCul- 
lough report, would be grossly inade- 
quate. The result of such a policy would 
be to choke off the sources of private 
capital that would otherwise be available 
to the fire insurance industry. Left 
without private resources, the fire in- 
surance industry would become de- 
pendent upon government capital. That 
would be the first step of a series lead- 
ing inevitably not only to government 
control of the industry but eventually, 
as in Nazi Germany and Soviet Russia, 
to the loss of freedom in this country. 

Summary of Opposition 

“Summarizing, and in order to make 
my position clear, I am: 

“1) For the ‘forgotten men,’ the pa- 
tient insurance company stockholders— 
endowments, institutions and individuals, 
who need encouragement (rather than 
discouragement) for higher dividends, to 
say nothing of these higher dividends 
themselves; 

“2) Against a 4% limitation on divi- 
dends; 

“3) Against a 6% limitation on com- 
bined investment and underwriting earn- 
ings. Either or both of these limita- 
tions would have the most far-reaching 
and catastrophic results for the indus- 
try; 

“4) Against taking into consideration 
for rate making purposes the alleged 
earnings on the unearned premium re- 
serve, which in my opinion, are largely 
illusory if not negative; 

“5) For the present conservative 
method, without change, of computing 
statutory underwriting earnings and in 
general endorse the findings of the 
committee on laws of the National 
3oard of Fire Underwriters as con- 
tained in its statement of June 3, 1948.” 


NAIC Committees 


(Continued from Page 4) 
McKenzie; Jackson; D. S. Butler, West 
Virginia; Dineen; Pearson; Frank Sulli- 
van, Kansas; Downey and Soule. 

Subcommittee on 1921 standard profit 





formula—Dineen, chairman; Harring- 
ton; Malone and Allyn. 
: Fraternal 
William <A. Sullivan, Washington, 


chairman; Malone, vice chairman; Park- 
inson; Butler, vice chairman; Parkin- 
son; Butler; Jackson; John J. Holmes, 
Montana; Stone; Shield and Frank 
Sullivan, Kansas. 

Subcommittee on NFC mortality table 
—Charles Dubuar, New York, chairman; 
C. J. McCann, Florida, vice chairman; 
G. Y. Keetch, Texas; Richard M. Fen- 
ker, Mississippi; James S. Maine, Ten- 
nessee; George H. McAteer, Washing- 
ton, and Albert Burger, Minnesota. 

ws and Legislation 

Butler, chairman; Jackson, vice chair- 
man; Thompson, William A. Sullivan, 
Washington; Downey, D. S. Butler, 
West Virginia; McKenzie, Kavanaugh, 
Pearson, Cravey, James Hubbard, 
Idaho; Apodoca, Soule and L. George 
Benjamin, Jr., South Carolina. 

Life 

Dineen, chairman; Shield, vice chair- 

man; Thompson, Bisson, Sterling Alex- 


ander, Iowa; Leslie L. Gwaltney, Jr., 
Alabama; Butler, Texas; Kavanaugh, 
Soule, Parkinson, Harris, Hemenway, 


Stone, Harrington and Hubbard. 
Sub-committee on gain and loss ex- 
hibit—Dineen, chairman, Shield, vice 
chairman; John J. Dickerson, New Jer- 
sey; McCormack and Harris. 
Sub-committee on standard non-for- 
feiture and valuation laws—Russell O. 
Hooker, Connecticut, chairman; W. 
Harold Bittel, New Jersey; Richard M. 
Fenker, Mississippi; Raymond Harris, 


New York; T. T. Chamberlain, Texas; 
James S. Maine, Tennessee; C. J. Mc- 
Cann, 


Florida; George H. McAteer, 


MARINE OFFICE APPOINTMENTS 





Rutherford Assistant Manager in Charge 
of Accounting; Brayton Inland 
Marine Underwriter 
Owen C. Torrey, general manager of 
the Marine Office of America, New York 
City, has announced appointment of 
Franklin W. Rutherford as an as- 
sistant manager. Mr. Rutherford was 
associated for a number of years with 
Barrow, Wade, Guthrie & Co., certi- 
fied public accountants, as supervising 
senior of the insurance department of 
that firm. He was, also, for a period of 
ten years an officer in the accounting 
and financial division of the North Brit- 

ish & Mercantile. 

Mr. Rutherford’s principal duties with 
the Marine Office of America will be 
supervision of the accounting and sta- 
tistical divisions of that organization. 

Mr. Torrey also has announced the 
appointment of Richard A. Brayton as 
underwriter in the inland marine de- 
partment. Mr. Brayton prior to his 
service in World War II, served the 
marine office in New York, Philadel- 
phia, Boston and Pittsburgh and is now 
returning to the organization after em- 
ployment with another company in 
Philadelphia. ; 


Sees Congress Opposed 
To Federal Regulation 


Congressman Edward J. Devitt of St. 
Paul told the St. Paul Association of 
Insurance Women that there is small 
chance that Congress will do anything 
about regulating the insurance business. 
“The attitude of Congress indicates 
strong opposition to administration ef- 
forts to establish Federal control of in- 
surance,” the Congressman said. 





Washington, and Clifford D. Spangler, 
Nebraska. 
Social Security 


Sterling Alexander, Iowa, chairman: 
Dickerson, vice chairman; Oscar W. 
Carlson, Utah; W. A. Mueller, South 


Dakota; Otto Krueger, North Dakota; 
James Hubbard, Idaho; Donald F. 
Dickey, Oklahoma, and Wade O. Mar- 
tin, Jr., Louisiana. 

Taxation 
chairman; Krueger, 
Hemenway, J. P. Donovan, 
Nevada; Hodges, Rodney  Barrus, 
Wyoming; 3utler and William J. 
Swain, Delaware. 

Unauthorized Insurance 
Dickey, chairman; Hemenway, vice 
chairman; Barrus, Butler, Mueller, 
Swain, Donovan, Hubbard and Holmes. 
Valuation of Securities 


Pearson, vice 


chairman; 


Harrington, chairman; Chris A. 
Gough, New Jersey, vice chairman; 
Alexander, Malone, William <A. Sulli- 


van, Dineen, McKenzie and Thompson. 
Subcommittee — Dineen, chairman; 
Gough, Malone, Harrington. 
Workmen’s Compensation 
McCormack, chairman; Benjamin, vice 
chairman; Thompson, Soule, Albert F. 
Jordan, District of Columbia; Downey, 
White and Dickerson. 
Subcommittee—Thompson, 
McCormack and Downey. 
Following is the personnel of the spe- 
cial committee: 
Federal Legislation 
David A. Forbes, chairman; Dineen, 
vice chairman; Harrington, McCor- 
mack, Thompson, Butler, Malone. 
Rates and Rating Organizations 
Forbes, chairman Dineen, vice chair- 
man; Harrington, McCormack, Thomp- 
son, Butler and Malone. 
Multiple Coverage 
Harrington, chairman; Malone and 
Allyn. 
Fire Prevention and Safety 
Cravey, chairman; Hanley, vice chair- 
man; White, Hall, Harris, Mueller, Bis- 
son; Thurman, Jordan Gwaltney, Mar- 
tin, Carlson and Benjamin. 
Uniform Accounting 
Malone, chairman; Shield, Dickerson 
and Dineen. 
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Women Held Excellent Prospects 
For Sale of Insurance by Agents 


Under the title ‘Have Women More 
Sense Than Men,” Eunice Wolf, women’s 
editor of the North America F'eld- 
man, of the North America Companies, 
argues that they have, “when if comes 
to a sense of possession.” 

“To the agent for all types of in- 
surance, these figures should present a 
challenge to realize the vast amount 
of possessions these millions of women 
have accumulated and will accumulate 
in the years to come—values that need 
what the property and casualty insur- 
ance agent has to sell,” says Miss Wolf. 

“Seventeen million women are num- 
bered among the 60,000,000 persons com- 
prising the total wage-earners in this 
country. Those are the latest figures 
from the United States Department of 


Labor. Ninety-seven per cent of the 
women who werk do-so because they 
must support themselves; about 49% 
of them must support others also. 


Eighteen per cent are the sole support 
ot their households. 

Strong Sense of Possession 

“These women have gotten the taste 
of owning the things they want, having 
obtained them the hard way, standing 
for hours as saleswomen in department 
stores, tapping out endless pages on 
typewriters, working at machines, run- 
ning their own small businesses with 
all the handicaps and frustrations there- 
of. Their sense of possession is strong; 
their determination to hold on_ puts 
them in a highly-receptive mood to act 
with sense 

“And don’t think for a moment that 
wealthy women are less aware of the 
importance of their possessions. All 
women have learned, from their busi- 
ness experience, that when it comes to 
possessions, they must forego the dubi- 
ous delight of caprice. They’ve got to 
be sensible—and how! 

“Could it be that the long-standing 
method of approaching the sale of 
property and casualty insurance by di- 
recting the sales effort to men only 
is outmoded? Could it be that the great 
and dangerous gap that is known to 
exist in protecting the total national 
wealth is due to lack of good sense on 
the part of men and an ignoring of 
the fact that women can appreciate 
sound logic? Would it not be worth- 
while to put the common sense of 
women to the test and approach them 
more often and more directly on this 
matter of insurance protection ? 

“It is not my thought that special 
forms of selling be directed to women. 
Women are persons, The modern woman 
understands a sane, sensible sales story, 
when it home to her. She can 
say ‘Yes’ and will say it equally often, 
if not oftener, than the opposite sex, 
if you give her a chance. Women, too, 
deserve to be told the score. 

“In one group alone—the field of mar- 
ried working women—lies a rich field 
for the sale of property and casualty 
insurance, not to speak of the group of 
women labelled strictly “housewives” 


comes 


who-also are fiercely possessive, plus the 
group of 


women who have inherited 


wealth but are able also to appreciate 
its importance. 

“Today’s married woman is also more 
and more of a bus'ness partner in the 
control of household matters. Men are 
increasingly aware that women = are 
smart in expenditures—that they can 
handle the family budget best, make 
it stretch. Today’s married man treats 
his wife on that basis; listens to her 
suggestions and advice. 

“There is no class of property and 
casualty insurance whose benefits would 
not appeal to the common sense of the 
average woman, if she is exposed to it 
to the degree that man has always been 
exposed, through your efforts. The need 
of adequate fire insurance would be 
gripping reality to any woman who is 
shown the possible result of fire in her 
home. It needs but normal graphic por- 
trayal for her imagination to picture 
what it would mean to her should fire 
consume her furniture and household 
treasures, perhaps level the very walls 
of her loved house.” 


Trenbath, Seattle, Heads 
Blue Goose Fraternity 


E. W. Trenbath, state agent at 
Seattle, Wash., for the Norwich Union, 
was elected most loyal grand gander of 
Blue grand nest 
meeting this week im Montreal. He suc- 
Beauvais of Montreal. Mr. 
Trenbath has been a National officer of 


Goose at the annual 
ceeds E. J. 


Blue Goose for several years and for the 
last year was grand supervisor of the 
flock. Seattle has been selected for the 
1949 grand nest gathering with the dates 
August 23-25. 

Delegates to the Montreal meeting 
from the New York City Pond included 
Most Loyal Gander Jack B. Quisen- 
berry, Past Most Loyal Gander Gilbert 
A. Dietrich, Past Most Loyal Grand 
Gander Philip M. Winchester, Super- 
visor George P. Albiez, Keeper Robert 
F. Stumpf, Thomas F. Buchanan, Max 
C. W. Buchenberger, Frederick Engel, 
Joseph F. Gillece, George H. Martin, 
Joseph Sorge and Harold S. Rafner. 


NAIA CHANGE PROPOSED 


Rhode Island Agents Back Plan _ to 
Elect All Members of the 
Executive Committee 
The Rhode Island Association of In- 
surance Agents is sponsoring a proposed 
constitution of the 
provide for 


amendment to the 
National 
e'ection by the membership of all mem- 
bers of the national executive com:mit- 


Association to 


tee. This proposed change will be voted 
upon at the annual convention in Chi- 
cago early next month. 

Under the present set-up the execu- 
tive committee the NAIA 
president and vice president, elected by 
elected 


consists of 


the membership, two members 
by the national board of state directors 
and three members appointed by the 
first four. Carleton I. Fisher, Rhode Is- 
land director, in an article in the Ameri- 
can Agency Bulletin, argues that the 
current arrangement is a compromise 
between a system allowing the officers 
to pick all members of the committee, 
and one providing for election of all 
members. The compromise he holds un- 
siutisfactory and not truly representa- 
tive of the wishes of the membership as 
a whole. 

The proposed revision would provide 
for election of five members of the ex- 
ecutive committee according to terri- 
torial divisions of the country. These, 
with the president and vice president, 
would constitute a seven-man executive 
committee. The Rhode Island proposal 
contemplates election of executive com- 
mittee members, other than the officers 
who hold office for a year, for three- 
year terms, on the basis of two each 
annually for two years and one member 
the third year. At presént membership 
on the executive committee runs for 
one year only. 

Mr. Fisher believes that in years past 
the future presidents of the NAIA have 
been chosen well in advance by a small 
group, the executive committee, rather 
than by representatives of the member- 
ship as a whole. He feels the wholly 
elective system far more advantageous 
to the NAIA. 


ECA Reported Unlikely 


To Control Marine Ins. 
The Economic Cooperation Adminis- 
tration is reported as prepared not to 
guarantee placing of marine insurance 
on bulk cargo shipments going to 
Europe with American markets although 
the cargoes are paid for by the Ameri- 
can taxpayer. A special insurance com- 
mittee has submitted its recommenda- 
tions to Administrator Paul G. Hoff- 
man. It is said that the ECA feels that 
it has no insurable interest in bulk 
cargoes after shipping costs have been 
approved. This would result in leaving 
to the foreign importer the right to 
placé insurance in markets of his own 
choice. The American marine insurance 
markets and the United States Cham- 
bers of Commerce have contended that 
marine coverage should be placed in 
this country. 
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Fireman’s Fund Changes 


In N. Y. Suburban Area 


Manager Lee W. Taylor of the New 
York metropolitan division of the Fire- 


man’s Fund announces that Special 
Agent Arthur F. Checkett has been 
transferred to Long Island suburban 


territory, but will continue to have his 
headquarters at 3459 Corsa Avenue, 
3ronx. Fred R. Thomas has been named 
special agent to succeed Mr. Checkett 
in Putnam, Westchester and Rockland 
counties. Mr. Thomas has becn with 
the company for some years and is 
well-grounded in home office, in-pection 
and engineering work. For the time 
being he will have headquarters at the 
metropolitan office, 116 John Street, 
New York City. 


Zerzan Wins Contest of 
American Agency Bulletin 


Irving R. Zerzan, president of the 
Omaha (Neb.) Insurance Agency, has 
won the American Agency Bulletin’s 
writing contest. He received $500 for 
an article describing an insurance buy- 
ers’ conference he held in Omaha. The 
3ulletin is the monthly publication of 


the National Association of Insurance 
Agents. 

Second prize of $300 was awarded to 
George P. Wagner, marine insurance 


specialist associated with the Chicago 
agency of W. A. Alexander & Co., for 
“A History of Marine Insurance.” J. C. 
Taylor, Upper Darby, Pa., won third 
prize of $150 for “Profit Sharing: An 
Incentive for Employes,” and _ fourth 
prize of $50 went to Charles A. Dawson, 
Fargo, N. D. for “The Long Haul 
Trucking Problem.” 


CITY COLLEGE INS. COURSES 

Insurance courses for men and women 
are offered by the Evening and Exten- 
sion Division, City College School of 
3usiness and Civic Administration, 17 
Lexington Avenue, New York City. Dr. 
Robert A. Love is director. The insur- 
ance courses include principles and 
practices of insurance, Group insurance 
and pension plans and marine insurance. 
Classes begin Thursday, September 23, 
and students may register from 6 to 
8:30 p.m, on September 16, 17, 20 and 21. 


TO ADDRESS KANSAS AGENTS 


Among speakers on the program for 
the twenty-eighth annual convention of 
the Kansas Association of Insurance 
Agents set for Octolfer 20-22 at the 
Lassen Hotel, Wichita, are John C. 
Stott, vice* president of the NAIA; W. 
H. Hamilton, executive manager, Chi- 
cago Insurance Board; Urban M. Lelli, 
secretary, Phoenix Insurance Co., Chi- 
cago; and Frank Sullivan, Kansas Com- 
missioner of Insurance. 
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"Bhp setons on horseback galloped through- 
out the countryside bearing the news 
when the Declaration of Independence was 
adopted. In Exeter, New Hampshire, the 
fateful message was dispatched to Colonel 
Nicholas Gilman, whose son, young John 
Taylor Gilman, then read it in the public 
square while the townspeople listened “with 
unutterable emotion.” 

The house where the message was de- 
livered was built in 1721 by Nathaniel 
Ladd, a member of one of Exeter’s more 
prominent families who were among the 
first settlers. Another Nathaniel Ladd 
sounded the trumpet that signaled an early 
revolt against the royal governor and was 
the only one of the rebels crafty enough 











The Major General John Sullivan Room 


to escape trial. One eccentric member of 
the family kept a coffin in the house in case 
of sudden demise and invented a pair of 
wings which he maintained would enable 
him to “cleave the air like a bird” until he 
experimented from an upstairs window. 
In 1747 the house was bought by 
Daniel Gilman and for many years 
was owned by members of the Gil- 
man family who were said to be as 
numerous as the sands on the sea- 
shore and who played an influ- 
ential role in affairs of state and 
nation. One of the most distin- 
guished was Colonel Nicholas Gil- 
man who as state financier earned 
the title of “the brains of the Revo- 
lution in New Hampshire.” Impor- 
tant meetings were held, state 
secrets discussed and the Battle of 
Bennington planned in the room in 





Captain Nicholas Gilman, Jr. 


his house which served as the treasury. An- 
other room was used as the jail where 
debtors were chained to an iron ring which 
may still be seen. 

Nicholas’ son, John Taylor Gilman, 
proved his patriotism at an early age by 
marching off to Cambridge with a band of 
volunteers the morning after the Battle of 
Lexington. He succeeded his father as state 
treasurer and served a number of terms as 
governor. At the alarm of Portsmouth in 
1814 he took personal command of a large 
detachment of militia. His brother, Cap- 
tain Nicholas Gilman, Jr. who was on 
Washington’s staff, participated in many 
important battles and later served as dele- 
gate to the Constitutional Convention and 
as Senator from New Hampshire. 

The Ladd-Gilman house is now owned 
by the New Hampshire Society of the 
Cincinnati and is commonly known as 
Cincinnati Memorial Hall. 

The Home, through its agents and 
brokers, is America’s leading insurance 
protector of American Homes and the 
Homes of American Industry. 


* THE HOME * 
SPrsurance Conypany 


NEW YORK 
FIRE © AUTOMOBILE ® MARINE INSURANCE 
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Underwriting Results of 1921 Profit 
Formula Disprove Need of Revision 


This is the fourth and final installment 
of a section on investment income from the 
statement of the National Board of Fire 
Underwriters replying to proposals of Roy 
C. McCullough, New York Insurance De- 
partment, that the 1921 fire underwriting 
profit formula be drastically revised. Mr. 
McCullough’s report, now before the Na- 
tional Association of Insurance Commis- 
stoners for conside ration, advocates a lower 
rate of permissible underwriting profit and 
a combination therewith of income from 
investments, with a maximum return of 6% 
on so-called equity capital invested in the 
business. 

In the last installment the National 
Board aimed to show how the McCullough 
formula would apply to fire insurance com- 
panies which had different ideas on in- 
vestments. The conclusion was that the 
formula would be discriminatory and un- 
sound. In this installment the National 
Board seeks to prove that underwriting re- 
sults under the so-called liberal 1921 Con- 
vention Formula have been so small that 
the formula needs no revision, “unless up- 
ward.” 

Equity Capital Affected by Security 

Price Changes 

Under the McCullough theory the so- 
called equity capital would be affected 
by movements of securities in the stock 
market, and thus underwriting results 
would fluctuate with security market 
movements. Under Table 10 of the Mc- 
Cullough report, so-called mean equity 
capital consists of mean capital and 
surplus and mean prepaid expense. The 
amount of surplus fluctuates with the 
fluctuation of values on the debit side 
of the balance sheet. The form of An- 
nual Convention Statement records as 
a non-ledger asset, admitted asset value 
of securities over book value (lines 26 
and 26A, page 4), and debits as a non- 
admitted asset, book value of securities 
admitted asset value (lines 40 and 


over 

40A, page 4). The surplus account 
would "sail ite in accordance with the 
fluctuations in the security market. 

In a period of depression, when 
securities are moving downward, sur- 
plus would move downward; rates of 
interest and dividend may, however, re- 
main constant. Surplus is part of the 
so-called mean equity capital. Invest- 
ment yield would bear a higher rela- 


tionship to so-called mean equity capital 
during a downward swing in the security 
market than it would during an upwi ird 
swing. During a downward swing in the 
security market, the so-called equity 
capital would be reduced, and 6% of 
so-called equity capital provided for 
under the McCullough theory would be 
correspond ngly lower. 

The ratio of so-called mean 
Ss to mean invested assets was 
63.1% in 1921, and increased until 1930, 
wer it was 74.2%; during the depres- 
sion it decreased to 59.6%, and then 
rose again to a peak of 81.4% in 1939, 
and has fallen off to 72.9% in 1945. The 
low ratio of so-called equity capital to 
invested assets during the early 1930's 
was due to the violent decrease in the 
value of invested assets. The effect of 
this change in ratio during the early 
1930’s is that the proportion of invest- 
ment income allocated to so-called equity 
capital is reduced. 

Effects. of Depression 

In 1930, the so-called mean equity 
capital was $1,451,879,000 and it dropped 
to $963,303,000 in 1933. Investment in- 
come for the years 1930, 1931 and 1932, 
exceeded 6% of so-called mean equity 
capital for each of the said years. It 
is apparent that during periods of de- 
pression or dynamic fluctuations down- 
ward in the stock market, investment 
income would be more apt to constitute 
at least 6% of the so-called mean equity 


equity 


capital. We have already shown that, 
under the operations of the McCullough 
theory, during similar periods under- 


writing results would be charged with 





portions of any increase in initial ex- 
penses arising out of an increasing 
volume of business during a preceding 
period of prosperity. 

The net result would be that, while 
during periods of depression underwrit- 
ing losses would be sustained, under the 
operation of the McCullough theory ap- 
plications for increases in rates would 
be either inexpedient or, if considered, 
no allowance for underwriting profits 
would be made in the rate structure, 
because investment income for the 
period would be equal to at least 6% 
of the depleted so-called mean. equity 
capital, 

The conditions set forth might be 
coupled with a loss in surplus by reason 
of a high loss ratio. Thus, when surplus 
should be replenished out of underwrit- 
ing results, underwriting would be yield- 
ing no profit, or possibly a loss, because 
the stock market had gone down and 
investment return was equal to 6% of 
the depleted so-called equity capital. 
This could be due not to actual losses 
sustained in the market through com- 
pleted transactions, but to lower security 
values reflected in the balance sheet. 
Thus, in periods of depression, under- 
writing might have to be transacted at 
a loss because of the relationship be- 
tween investment yield and the depleted 
so-called mean equity capital, and be- 
cause of the factor of increase in initial 
exnenses, if any. 

The McCullough report states: “In re- 
lating investment income to underwrit- 
ing profit, consideration of capital gains 
and losses should be excluded.” 


Capital Gains and Losses Must Be 
Included 


3ut in operation the formula set forth 
in the McCullough report makes it impos- 
sible to exclude capital gains and losses, 
because so-called mean equity capital is 
affected by movements in the stock 
market. These stock market movements 
have been reflected in the determination 
of so-called mean equity capital set 
forth in Table X. The so-called mean 
equity capital in 1929, $1.435,614,000, was 
depleted as a result of the panic which 
then occurred, and was not reinstated 
in amount until 1939, 

Fire insurance rates, 
marily based upon loss and expense 
ratios, cannot be geared to stock 
market conditions and investment rates 
of yield without seriously interfering 
with the proper conduct of the fire in- 
surance business and jeopardizing the 
very solvency of fire insurance com- 
panies. 

The McCullough report uses an aver- 
age rate of yield to determine invest- 
ment income, and then charges to un- 
derwriting results the difference between 
this income and the investment income 
at the prevailing investment rates upon 
so-called mean equity capital. As already 
stated, this difference in investment in- 
come is represented in part by loss 
reserves and in part by unearned pre- 
mium reserves. In crediting underwrit- 
ing results with part of the investment 
income at the average rate of return, 
the fact that these reserves earn less 
than the average rate of interest is 
entirely overlooked. 

These reserves in part 
vested in securities other than com- 
mon stocks, and would not earn the 
average rate of return. Under the Mc- 
Cullough theory, part of a yield on 
free capital and surplus is thus credited 
to loss and unearned premium reserves, 
and in turn credited to the policyholder 
through underwriting results. The Mc- 
Cullough theory is one which proposes 
to take property belonging to stock- 
holders of a fire insurance company and 
to present that property to its policy- 
holders. 

As a part of the McCullough theory, 


which are pri- 


must be in- 





the McCullough report states the fol- 
lowing: 

Comparison With Banking Business 

“The idea of crediting one group of 
interests with the income on investments 
while placing the risk of capital loss on 
another economic group is not a new 
idea. In banking, for instance, we all 
know that the rate of interest paid to 
depositors in a bank and services which 
the bank renders to depositors are di- 
rectly related to the anticipated income 
yield that these deposits will return to 
the bank on re-investment in securities 
and loans. It would hardly be correct to 
say however, that if a bank should 
make a series of bad loans it would in 
absence of a serious emergency, expect 
to recoup its capital losses by way of 
decreased interest rates to its depositors. 








(1) (2) 
Earned 
Premiums 
(Table ITI, 
McCullough 
Year Report) 
BED tos a oo arc tens ote $378,434,000 
I A a eet 8 Pe 395,829,000 
Bar eine arn ieee dairies fare 428,239,000 
| SS re ramere Peoria mere 461,825,000 
PO Gece sles seer ees wees 490,553,000 
POA oan ae sec srcseeeeee en 525,311,000 
OMe ohn caualstvate ene ere oes 600,669,000 
“Another common-place device in 


which the benefits of income do not 


follow the risk of capital loss is the 
ordinary trust providing that income 
from the trust res shall be paid to 


one beneficiary for his life and at the 
end of his life the capital shall be paid 
to another person. Although the life 
beneficiary receives the benefit of the 
income, he does not take the risk of 
capital loss in the event the trustees 
should make an unwise investment or if 
through no fault of the trustees the 
trust corpus should diminish. Should 
that event happen the trustee is not 
supposed to make up any diminution of 
trust capital through the accumulation 
of income and the reduction of pay- 
ments to the life beneficiary. Indeed, 
under the laws of New York it is prob- 
able that such an accumulation of in- 
come to replace losses to capital would 
be forbidden.” 


No Lender and Borrower Relationship 


This exposition of the theory sup- 
porting the McCullough report indicates 
clearly that the theory of the report is 
unique. In the banking business, the 
vield of return on assets owned by the 
bank is not credited to the depositors 
of the bank but to the stockholders of 
the bank. A trust indenture created by 
an individual is entirely within the will 
of the individual, and he may direct that 
his income be paid in one direction and 
his corpus in another, but this certainly 
does not support the proposition that 
the interest belonging to the life tenant 
may be taken away from him without 
his consent and credited to the remain- 
derman, A lender has a right to demand 
payment of interest because the trans- 
action is a loan. 

The relationship between an insurance 
company and policyholder is not that 
of lender and borrower. The premium is 
not borrowed by the insurance company. 
It is paid to the insurance company in 
return for a service to be rendered, and 
it belongs to the insurance company 
upon its receipt. The illustrations given 
in the McCullough report are fallacious, 
and support the general conclusion that 
the theory presented therein is not in 
accordance with the generally recog- 
nized and well-known principles of 
political economy governing American 
industry. 

The McCullough report adds: 

“The fact that the fire insurance busi- 
ness has been able’ to prosper through 
the twenty-five years on a_ statutory 
underwriting profit of less than 2% 
should be proof in itself that an 8% 
statutory underwriting profit is exces- 
sive and that this portion of the 1921 





formula is in need of revision.” 

The argument is that since the staty- 
tory underwriting profit for twenty-five 
years was 1.7%, that is proof of the 
need for a revision downward of the 
1921 Convention Underwriting Profit 
Formula which provides for an 8% 
statutory underwriting profit. 

Loss Ratios Over Average 

This argument is unsound. No for- 
mula can measure, guaranty or antici- 
pate a loss ratio in the fire insurance 
business, and the 1921 formula is not 
infallible in this connection. How sub- 
stantial is the excess of actual annual 
loss ratios for fire insurance over moy- 
ing average loss ratios representing ex- 
perience of the preceding five years, 


may be judged from the following 
figures: 
(3) (4) (5) 
Moving 
Average Excess of 
Loss Ratio Actual 
Actual for Loss Ratio 
Loss Preceding Over 
Ratio 5 Years Expected 
43.5% 37.3% 6.2% 
44.4 39.3 5.1 
42.7 40.5 22 
50.5 41.9 8.6 
518 44.7 7 & | 
532 46.9 6.3 
53.0 48.9 41 


Over a period of twenty-five years, 
statutory underwriting results show an 
underwriting profit of 1.7%. It is proof 
that the 1921 formula played its part in 
protecting the fire insurance companies 
from underwriting loss during the 
twenty-five year period in the face of 
$42,276,136 of conflagration losses ex- 
perienced during the period under re- 
view. The McCullough report does not, 
nor can any one, criticize the statutory 
underwriting results over the twenty- 
five year period under review as being 
too high; 1.7% underwriting profit for 
twenty-five years is less than a reason- 
able underwriting profit. 

Actual experience during the years 
requires a revision of the 1921 formula 
upward to assure a reasonable under- 
writing profit, and not downward to 
measure an unreasonably low actual 
underwriting experience. If in place of 
the 1921 formula which has resulted in 
a 1.7% underwriting profit for twenty- 
five years, a formula were substituted 
in keeping with the actual underwriting 
experience during the past twenty-five 
years, the underwriting results over the 
next twenty-five years would be bound 
to show a substantial underwriting loss 
and certainly no underwriting profit. 

Profit of Only 1.7% 


Not only have the aggregate under- 
writing results for the twenty-five year 
period, 1921-1945, shown a low under- 
writing profit of only 1.7%, but such 
underwriting profit has been plowed 
back into the business for the protec- 
tion of policyholders. 

Alfred M. Best Co. has compiled a 
record of dividends paid for the period 
1921-1945 by all stock fire insurance 
companies. It will be noted that cash 
and stock dividends paid during the 
period are some $238,000,000 less than 
total investment income as shown on 
Table XII of the McCullough report. 
It also will be noted that, of the total 
dividends paid, $120,530,000 is in the 
form of stock. 

It is clear that not only has the un- 
derwriting profit over the period 1921- 
1945 been plowed back into the insur- 
ance business, but also a substantial part 
of the investment income. This was all 
done for the protection of policyholders, 
and to increase the facilities of the fire 
insurance companies to enable them to 
meet the steady growth in American 
industry and the constantly increasing 
demand for protection by fire insurance. 
* * x 

The actual underwriting results under 
the operation of the 1921 Convention 
Formula were such as to indicate that 
the formula needs no revision, unless 
upward, 
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N. Y. Lawyer Suggests Law Change 
To Uphold Loan Receipt Validity 


Sidney N. Zipser of New York City, 
attorney who specializes in insurance 
cases as representative of fire and ma- 
rine insurers, feels that the New York 
State law should be revised so that the 
validity of loan receipts cannot be 
questioned. He points out that several 
departments of the Appellate Division in 
this state have rendered many diverse 
decisions on the same points so that 
insurance companies wishing to use loan 
receipts in connection with loss settle- 
ments do not know where they stand 
legally. 

In the opinion of Mr. Zipser the in- 
surance companies should form a com- 
mittee to submit to the Law Revision 
Commission a proposal that Section 210 
of the Civil Practices Act be amended 
to read as follows: 

Suggested Change in Law 

“Every action must be prosecuted in 
the name of the real party in interest, 
except that an executor or administra- 
tor, a trustee of an express trust, a 


person, firm, corporation or association 
executing a loan receipt, a person with 
whom or in whose name a contract is 
made for the benefit of another, or a 
person expressly authorized by statute, 
may sue without joining with him the 
person for whose benefit the action is 
prosecuted.” 

Mr. Zipser has published a booklet en- 
titled the “Case of the Loan Receipt” 
from which the following is taken: 

“The battle for and against the loan 
receipt continues to rage unabated. The 
divergence of opinion among the courts 
persists to the detriment of the fire, 
collision and inland marine companies. 
As a result of such confusion, several 
insurance companies use the loan re- 
ceipt in certain parts of the state, the 
trust receipt or subrogation receipt in 
other parts of the state, in order to 
come within the view expressed by the 
particular Appellate Division embrac- 
ing such part of the state.” 

Charge of Subterfuge Made 


In spite of the fact that the Court 


of Appeals in New York recently passed 
on the validity of the loan receipt in 
Sosnow, Kranz & Simcoe v. Storatti 
Corp. Mr. Zipser holds the many de- 
fendants, including some casualty com- 
panies “continue to interpose the defense 
that the assured is not the real party 
in interest even though he has executed 
a ‘loan receipt,’ and when a motion is 
made to strike out the defense, they 
continue to attack the ‘loan receipt,’ as 
a ‘sham’ and a ‘subterfuge,’ contending 
that the payment made under the ‘loan 
receipt’ is not in reality a loan but a 
payment of the loss since the policy pro- 
vides for payment of the loss with sub- 
rogation rights and therefore there is 
a complete assignment of the cause of 
action. 

“Confusion that has arisen with re- 
spect to the validity of the ‘loan re- 
ceipt’ because of the divergent views ex- 
pressed in the opinions of the Appellate 
Divisions of the First, Second, Third and 
Fourth Departments, persists with each 
reported opinion. Now some of the re- 
cent decisions again reiterate that the 
defense that the plaintiff is not the real 
party in interest should not be stricken 
on motion before trial, but should await 
the outcome of the trial in order to de- 
termine whether the loan receipt is valid 
or not. 

“The obvious effect of such decisions 
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brings the entire mat efore the jury 
and once the jury k s that the in. 
surance company is révily the plaintiff 
and not the assured, prejudice naturally 
results. 

Effects on Jury 


“It is academic that the courts haye 
decided times without number that the 
unnecessary disclosure to the jury of 
the presence of a liability insurance 
company in a negligence trial is grounds 
for a mistrial,” Mr. Zipser argues, 
“Even when selecting the jury in negli- 
gence cases, the fact of liability insur- 
ance in the suit may not be brought 
to the jury’s notice and only certain 
learned questions defined by the Legis- 
lature in Section 452 of the Civil Prac- 
tice Act, calculated not to reveal the 
fact, may be asked. 

“Those of us who are engaged in trial 
work have had our moments when the 
words ‘insurance company’ have either 
been mentioned, inferentially suggested, 
or in some form disturbed the impartial 
composure of the courtroom where fair- 
play is supposed to prevail. Sensitive to 
the effects of that information falling 
upon the ears of the jurors, the judges 
have often pondered what action to take 
and trial counsel have often been ren- 
dered mute by the unexpected incident, 

“The attorney who happens to be af- 
fected detrimentally, satisfied to risk his 
chances on the evidence in the case 
(because of the testimony he has al- 
ready elicited) hesitates to speak lest 
his quest be denied, and that which was 
only suggested is projected with all of 
its force to influence the jury. He fears 
the oft quoted phrase, which disregards 
evidence ‘It will not hurt the defendant 
and that insurance company will never 
feel it.’ 

“That such disclosure of the fact of 
insurance in a case is a disadvantage to 
one side as it is to the other is uni- 
versally understood by trial lawyers en- 
gaged in casualty representation as well 
as those who represent fire, collision and 
inland marine companies in subrogation 
litigation. So much so that divulgence 
of the fact by accident or design has 
been guarded by trial judges over many 
vears and has resulted, in the enact- 
ment of Section 452 of the Civil Prac- 
tice Act, all for the protection of the 
casualty companies. 

“Such an amendment to Section 210 
of the Civil Practice Act would bring 
order out of the chaotic condition now 
existing in the several departments of 
our courts. 


Purpose of Loan Receipt 


“Now what is the loan receipt? It is 
merely an agreement between the com- 
pany and the assured voluntarily en- 
tered into between the parties. The 
agreement is usually executed after the 
loss is adjusted, at the time when the 
money covering the loss under the policy 
is paid to the assured. The courts are 
not compelled to look behind such a 
voluntary agreement to find out if it is 
a sham or a subterfuge. The only one 
that can complain is the assured. Surely 
he does not complain when he volun- 
tarily signs the agreement. Surely the 
defendant cannot be hurt by it. It does 


him no injustice. Authority is legion 
that he cannot be compelled to pay 
twice. It has long been held that pay- 


ment by an insurance company does not 
constitute a defense to a wrong doer, 

“The Court of Appeals and the lower 
courts of this state have said time and 
again that one who prosecutes an action 
in the name of another to establish or 
protect his own right, or to assist in the 
prosecution of an action in aid of some 
interest of his own and controls that 
action, although the suit is brought in 
the name of another is as much bound 
by the judgment as if He had been a 
party to the record. 

“A judgment obtained by a plaintiff, 
the assured, is a complete bar to any 
further action. This obvious purpose of 
the ‘loan receipt’ is to permit the in- 
surance company to speedily pay its as- 


(Continued on Page 31) 
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Malone Addresses American Bar Association 
(Continued from Page 1) 


to be propagated and the adherence to 
such rates enforced, impetus had to 
come from within the business rather 
than from Government. The stock fire 
insurance business found it desirable 
and even necessary to form the various 
rating organizations and trade_organiza- 
tions and to adopt the practices and to 
formulate the rules which have occa- 
sioned most of the later comment and 
criticism. 

“Once a group of companies had 
banded together and through the me- 
dium of a rating organization agreed 
upon a uniform price to be charged by 
all member companies to all purchasers, 
it was only logical to expect that they 
would seek to protect themselves against 
the competition of companies not part 
of the group. The natural outgrowth of 
this was general agreement among the 
conference or board companies to retuse 
reinsurance facilities to those compa- 
nies not members of the rate-fixing 
combination. Akin to this type of re- 
striction was the policy of retusing to 
allow the agents of the conference com- 
panies to represent non-conference com- 
panies,” continued Mr. Malone. 

“While the initial object of the rating 
organization was to insure a_non- 
competitive rate, competition, of course, 
might continue as to other aspects ol 
the business. As you know, the placing 
of fire insurance is largely controlled by 
the local producers—agents and brokers 
who receive as their compensation a 
commission on the business written. 

“Since competition between the con- 
ference companies could no longer exist 
as to the initial rate, it took the form 
of bidding for an agency’s business by 
offering more attractive commissions 
than those of competitors. Carried to 
its extreme this form of competition 
would indeed be a serious problem as it 
would involve a dissipation of the com- 
pany’s assets and a waste of the policy- 
holders’ premium in an effort to acquire 
business by the payment of excess com- 
missions. 





Commission Rules 


“The step that arose out of this situa- 
tion was the setting of maximum com- 
mission rules by the conference compa- 
nies under which they agreed that in a 
particular territory they would pay not 
more than a stipulated percentage, gen- 
erally around 25%, for the production 
of business by agents and a somewhat 
lower percentage for business produced 
by brokers. 

“As might be expected, however, the 
establishment of rules for maximum 
commissions was only the first step in 
a system of self-regulation. Soon those 
companies desiring to increase their 
business at a rapid rate adopted the ex- 
pedient of creating a large number of 
agencies in the areas in which the com- 
petition was keen, particularly, in the 
large metropolitan areas. The regu- 
latory aftermath was formulation of 
tules limiting the number of agents 
that a company might have in a cer- 
tain territory. 

“Certain evasions of the maximum 
commission rule developed through the 
medium. of writing risks through an 
agent in a territory outside of the re- 
stricted area, with the result that still 
other rules were necessary which for- 
bade agents outside of the highly com- 
petitive and tightly regulated areas from 
writing business within such areas. 

“Still another development which oc- 
curred chiefly in those areas where 
business was controlled by brokers was 
the appointing as individuals who were 
really nothing more than brokers. By 
this means the business controlled by an 
individual broker could be obtained by 
denominating him an agent and paying 
him the higher agency commissions. 

“The result of this was still more 
rules which set up in some cases highly 
complicated restrictions as to the quali- 
fications and equipment of those indi- 





viduals and concerns appointed as 
agents. Other examples were rules lim- 
iting the extent and character of serv- 
ices and facilities that a company might 
provide a producer without violating the 
maximum commission rule. 
Policy of Enforcement 

“With the growth of these many rules, 
some of which became quite lengthy 
and technical, the problem of enforce- 
ment grew until in a few localities the 
local producers’ organization was vested 
with powers ordinarily not found out- 
side of government, such as the power 
to conduct examination, inspect books 
and records, and to hold hearings on al- 
leged violations of the various rules. 





JAMES F. MALONE, JR. 


“To describe and list these various 
restrictions is no indictment of the fire 
insurance business. Practically all were 
intended and designed to combat what 
was then supposed to be a real and 
present evil. Many of the restrictions 
were badly needed and some of them 
that evolved, such as the premium pay- 
ment rule, are even desirable today if 
enforced under proper safeguards. Some 
of the rules were established at the sug- 
gestion and insistence of different state 
Insurance Commissioners,” “Mr. Malone 
stressed, 

“The difficulties implicit in such a 
complicated and far-reaching system of 
self-government gradually came to 
light. In some areas it was discovered 
the rules were not applied with equal 
vigor to all concerned, large and small 
company, producer, and policyholder. As 
we have shown above, the inevitable 
trend was toward more restrictions, 
more rules, and greater regulation. In 
some cases, those who held the vast 
powers created by this system occa- 
sionally lost sight of the major beneficial 
goals of these cooperative activities in 
a steadfast attempt to preserve things 
as they were. 

“The result was unintentional and, in 
a few exceptional instances, intentional 
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neglect of the welfare: of the insuring 


public. In some cases and in some 
areas, this went so far as to amount to 
the use of the rating organization and 
non-competitive rates as a means of 
maintaining redundant rates. 

“In some cases, the business and the 
rating. organizations lost sight of one 
of the cardinal principles of fire insur- 
ance rating; that rates should be reason- 
able and adequate for the class of risks 
to which they apply. It became the 
practice to regard as inevitable that 
some classes would be extremely profit- 
able.. Others would provide a smaller 
margin of profit and some classes would 
be written at a loss. Proper readjust- 
ment of rates between classes of risks 
was postponed so long as an over-all 
profit was earned. * * * 


SEUA Decision Not Cause of Change 


“You are all familiar with the decision 
in the SEUA case and with the legisla- 
tion which followed, including the pas- 
sage of Public Law 15 and the passage 
of state rating laws to implement Pub- 
lic Law 15. The increased insurance 
regulation and the changes in business 
methods brought about by those laws 
were necessary in any event. 

“The SEUA decision may. have been 
the occasion of change but it was not 
the cause,” declared the Commissioner. 
“Had that prosecution never been un- 
dertaken, it seems that a similar un- 
heaval would have been inevitable. Pri- 
vate government in the insurance busi- 
ness had reached a stage where it had 
to go, although it is perhaps unfortu- 
nate that a somewhat more evolutionary 
process could not have been util- 
ized, * * * 

“The policy has been established that 
non-competitive rating practices will 
only be tolerated under adequate safe- 
guards. Already a number of concrete 
administrative steps have been initiated 
by the Insurance Commissioners and the 
business toward a sound and uniform 
implementation of new laws. 

“Through the National Association of 
Tnstirance Commissioners, the Insurance 
Executives Association and the National 
Board of Fire Underwriters, a new 
classification system for the reporting of 
loss experience has been promulgated. 
The placing of fire insurance risks in 
the proper classification provides a sta- 
tistical tool essential’in the administra- 
tion of the new rating laws. 

“The National Association of Insur- 
ance Commissioners through its uniform 
accounting committee is now attempting 
to lay the basis for sound and accurate 
expense statistics through the formula- 
tion *of a system for uniform classifica- 
tion of accounts. 


Underwriting Profits 


“Another committee of that body is 
currently employed in a reexamination 
of the problem of how to compute the 
underwriting profits of the fire insur- 
ance business and the determination of 
the proper means of measuring what is 
an adequate and reasonable profit. Al- 
ready the committee reconsidering the 
problem of underwriting profit has is- 
sued two exhaustive reports and has 
received in reply an equally exhaustive 
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es 
statement of views of the stock fire in- 
surance industry. In the near future 
conferences and hearings will be held 
by the Commissioners with the hope of 
arriving at a solution so fair and Prac- 
tical as to encourage support by all 
fields of the fire insurance industry. 

“Proper loss statistics, a uniform basis 
for expense accounting, and a sound 
means of evaluating fire insurance 
profits are basic tools which the Insur- 
ance Commissioners feel are essential to 
uniform and adequate regulation of fire 
insurance rates. 

Present Commission Problem 

“The SEUA indictment alleged that 
the companies had in concert fixed 
commission rates payable to producers, 
The maximum commission rules hereto- 
fore found in such organizations as the 
Eastern Underwriters’ Association and 
the SEUA, have been withdrawn. In 
some cases, the promulgation of cer- 
tain advisory maximum rates of com- 
mission has been continued. Many ob- 
servers feel that whether or not the 
continuance of advisory maximum com- 
mission rates will violate the anti-price 
fixing prohibitions of the Sherman Act 
will, of course, depend more on the ac- 
tual activitieis of the companies than 
the language employed. 

“Complete uniformity of commissions 
in accordance with the so-called ad- 
visory rates will undoubtedly lead to the 
criticism in some quarters that all of 
the rules have not been abrogated and 
that such conduct of the business would 
indicate that the old order still con- 
tinues. On the other hand, unrestricted 
competition as to commission rates, par- 
ticularly at some time when the insur- 
ance market is less saturated than at 
present, may necessitate the revival of 
some sort of commission limitation. 

“As to the commission situation then, 
the business and the Commissioners 
seem to find themselves in a period of 
watchful waiting. Certainly, however, 
all quarters agree that there should be 
no attempt to restrict the freedom of 
the individual producer to contract for 
his livelihood unless there is a grave and 
pressing need and it jis apparent that 
it can be done on a sound and fair basis. 

“The result of thes@sactivities during 
the past three years has been to elimi- 
nate or provide the machinery for the 
elimination of each of the vulnerable 
areas which afflicted the system of pri- 
vate regulation prior to the SEUA case 
and eliminate any occasion for a realle- 
gation in any form of the complaints 
of the Federal Grand Jury. 

Interstate Rating 
“Another problem that must be faced 


(Continued on Page 31) 
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KNOW 
ANYONE WHO 
SUFFERS FROM 





" # —that’s short for ““yachtsman’s nightmare,” 
the tormenting thoughts that assail skippers 

« @ in dead of night when their beloved boats 

are all alone at their moorings unprotected; when thieves 


may be on the prowl or fire on the loose. 


You havea sure cure for this nocturnal peril. It’s Pleasure 
Boat Insurance, written through the Marine Office of 
America. These “treatments” are easy to give, and they'll 


produce important premium income for your agency. 


Marine Office of America Advertising is appear- 
ing currently in all leading yachting publications, 
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e 
PACIFIC DEPARTMENT 
NEW YORK 7, NEW YORK San Francisco 4, California 


INLAND MARINE 









Yes, whether an owner’s boat is afloat or berthed for 
the winter, your coverage safeguards against loss from 
fire, theft, storm, lightning, explosion, collision, and 
other perils; protects an owner in many liabilities that 


confront him. 


There are over a million pleasure boat owners in the 
United States today. Contact those in your community 
now. Tell them how to play safe with sound year ’round 


protection through the Marine Office of America. 
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An increasing demand by the industry 
for additional and broader education in 
ocean marine has prompted the School 
of Insurance Society of New York to 
expand its program in marine subjects, 
Dean Arthur C. Goerlich reports, an- 
nouncing at the same time that he has 
placed this portion of the school’s work 
under the jurisdiction of Glenn D. 
Schwenker, educational assistant. 

Ocean Marine Classes 

For the coming semester the school 
offers five subjects in ocean marine, as 
contrasted with the two subjects—un- 
derwriting and loss adjusting—which 
were given prior to 1947. At that time, 
commercial geography was added to the 
curriculum, and the underwriting was 
divided into cargo and hull. The fifth 
subject, offered this year for the first 
time, is entitled ‘General Shipping Pro- 
cedure.” 

Although it does not deal with policy 
coverage, the subject matter included in 
“General Shipping Procedure” meets a 
need felt by underwriter and 
adjuster alike, in supplying a_ broader 
background for his work. The main 
points covered will be: 

(1) Packaging and loss prevention; 

(2) Freight forwarders and customs 
brokers ; 

(3) Stevedoring and cargo surveying; 
(4) Banking, commercial documents 
and foreign exchange; 

(5) Charter parties and bills of lading; 
(6) Ship construction and hull survey- 
ing; 

(7) Salvage operations; 

(8) Classification registers and 
reference material and their uses. 

Moving pictures will be interspersed 
from time to time to illustrate the points 
under discussion, and a field trip is being 
planned. 

The American Bureau of Shipping, 
through the courtesy of its president, 
J. L. Luckenbach, has donated a copy 
of its Record and Principles; and a 
gift of a copy of Lloyd’s Register and 
Rules has been made to the society 
through the kindness of G. W. McIndoe, 
vice president of Talbot, Bird & Co. 
These publications, which are valu- 
able additions to the society’s library, 
will now be available for the use of 
students in “General Shipping Pro- 
cedure,” and others. 

Commercial Geography 

The commercial geography classes in 
their initial year proved sufficiently 
valuable for the school to devote fifteen 
sessions to the subject instead of ten 
sessions as originally planned. The gen- 
eral opinion of students and their em- 
ployers has been that the consideration 
of geographical hazards is of benefit 


loss 


other 


to anyone in the marine business. A 
practical local field trip, planned for 
the class this fall, will consist of an 


examination of the Port of New York 
from the deck of one of the Dalzell tugs. 
Lloyd Dalzell, president of the Dalzell 
Towing Co., has made the trip possible. 
This will enable the students to make 
first hand observations of port facilities 
and the loading of cargo. One session 
in commercial geography is devoted to 
air routes and changes brought about in 
geographical conceptions caused by the 
airplane. 

The classes in ocean cargo, hull and 
loss adjusting will be continued in prac- 
tically the same manner as hertofore. 

Inland Marine Classes 

In the field of inland marine, because 

of the new coverages which have come 








N. Y. Insurance Society Broadens 


Program of Marine Insurance Courses 


into being, it has been necessary to 
lengthen the number of hours of in- 
struction. Sixty hours are now allotted 
in each case to the discussion of inland 
marine contracts and inland marine loss 
adjusting. In both instances a discussion 
of the contract is first held, and then 
the application of underwriting or loss 
adjusting principles, as the cdse may be, 
follows. This arrangement permits the 
student to enter the classes in loss 
procedure after having taken the sub- 
ject entitled “Principles” as the only 
prerequisite. 

A thirty-point course of study has 
been prepared for the marine student, 
as shown in the school’s educational an- 
nouncement for 1948-1949, 

All classes in marine insurance will 
a during the week of Septem- 
ver 20. 


Committees and Instructors 


Each course offered by the School of 
Insurance is under the supervision of 
a committee of industry leaders. These 
men, in turn, have chosen instructors 
who are outstanding in their respective 
fields. 

Harry C, Thorn, marine manager of 
the North America Cos., is chairman 
of the ocean marine committee. Serving 
with him are R. W. Cauchois, Johnson 
& Higgins; R. R. Dwelly, Insurance Co. 


of North America; Henry A. Klahre, 
Chubb & Son, and Emil A. Klatovil, 
Wm. H. McGee & Co. 


The “General Shipping Procedure” in- 
structors will include David Arnott, for- 
merly vice president and chief surveyor, 
American Bureau of Shipping and now 
consulting surveyor for the Bureau; C. 


A. 3eckley, vice president, Merritt- 
Chapman & Scott; Rudolph G. Johnson 
of Johnson & Courtney; Henry N. 


partner in the firm of Bigham, 
& Houston; John Mount, 


Longley, 
Englar, Jones 


manager, marine service department, 
New York office, Insurance Co. of North 
America; Joseph V. Sheridan, Jr., hull 
surveyor in the same office; Captain 


’ British & Mercantiie; 


TIME OF CANCELLATION 


Lack of Evidence of Claim Prior to 
Hour of Cancellation; Case Re- 


manded for Third Trial 


In an action by an insurance com- 
pany to determine its liability on a 
burglary policy issued to the defend- 
ant sponge company, in which the de- 
fendants filed a counter-claim, a judg- 
ment for the defendant in the Federal 
District Court for Southern Florida was 
reversed by the Fifth Circuit Court 
of Appeals and the case remanded for 
a new trial. General Accident Fire & 
Life Assn. Corp., Limited vv. Schero, 
160 F. 2d 775. 

The judgment appealed from was on 
a verdict in a second trial. The first 
trial had the same result, removal for 
a new trial after judgment for the de- 
fendant. 

3etween Febru- 


Saturday afternoon, 





Harry J. Parker, chief surveyor, Board 
of Marine Underwriters, and Ira B. 
3erman, professional geographer and in- 
structor, Department of Economics, Col- 
lege of the City of New York. Mr. 
Berman will also teach the commercial 
geography classes. 


In ocean —— the instructors will 
be Dale E. Taylor, Atlantic Mutual, for 
cargo; for hull, L. W. Niggeman, Fire- 


man’s Fund, and Richard M. Noack, R. 
A. Fulton & Co., Inc. The loss adjusting 
lectures will be given by Samuel Gore, 
American Marine Hull Insurance Syndi- 
cates; Leslie L. Harper, Chubb & Son; 
John Strauss, of the office of M. M. 
Pease, U. S. manager of the North 
Leonard J. Matte- 
son, Bigham, Englar, Jones & Houston; 
Raymond J. Barnes, American Marine 
Hull Insurance Syndicates, and Charles 
D. Burkinshaw, Marsh & McLennan, 
Inc. 

The inland marine 
is headed by Franklin B. 
tive vice president, Atlantic 
Committee members are J. 


course committee 
Tuttle, execu- 
Mutual. 
Homer 


Donica, manager, inland marine depart- 
ment, America Fore Group; Carl 
Heissner, Atlantic Mutual, and Roger 


Wheelwright, Marine Office of America. 
Mr. Donica and Mr. Wheelwright will 
continue as instructors in the inland 
marine course. : 

L. B. Hazzard is chairman of the fire 
and inland marine loss adjusting com- 
mittee. The other members of the com- 
mittee are Harold Hyer, Prentiss B. 
Reed and George E. Sterndorf of the 
Royal-Liverpool Group. Mr. Sterndort 
will again give the lectures in inland 
marine loss adjusting. 





Legislative Probe of 
Auto Finance Ins. in Mich. 


A special legislative committee is busy 
investigating automobile financing and 
its insurance connections in Michigan. 
The committee was created at the re- 
cent special legislative session. 

Two investigatory meetings have been 
held in Detroit on Detroit Better Busi- 
ness Bureau complaints, and the com- 
mittee within the past week transferred 
its activity to Kalamazoo to inquire 
into the situation there. 

It is anticipated that the committee’s 
report will be submitted to the 1949 
regular legislative session to form the 
basis for new regulatory legislation of 
finance company operations, particularly 
attempts to tie in insurance contracts 
on a mandatory basis through the 
finance aie 


Malone Address 


(Continued from Page 28) 

is the problem of state regulation of 
rates on those risks which are inter- 
state in character, including those which 
have been handled through the medium 
of the Inter-State Underwriters’ Board. 
I think it is generally agreed that a 


definite solution of the problem must be 
found, and found soon. I feel reasonably 
safe in saying that the Commissioners 


and a large segment of the industry 
are far from satisfied with the results 
to date. 


“In this connection I might add, as 
forcibly as I can, that continued regula- 
tion of the business at the state level 
faces a serious challenge in this matter. 
This class of business is definitely inter- 
state in character, and failure to find a 
solution will certainly provoke some em- 
barrassing questions. 

“While the record of the past four 
year has been one of progress, this 
progress can only continue through the 
renewed cooperation of all concerned.” 


Aetna Opens New Field 
Office in Western Texas 


Establishment of a new field office at 
Amarillo, Texas, for the Aetna Insur- 
ance Co. and its fire company sub- 
sidiaries was ae September 1 by 
Vice President H. R. Tomlinson. State 
Agent H. D. Lemmon, with headquarters 
at 514% Taylor Street, is in charge of 
the new field office, servicing the com- 
pany’s agencies in the western part of 
the state. Rapid development of this 
section of Texas is given as the reason 
for opening of the new office. 








ary 7, 1942, when the defendants closed 
their sponge warehouse, and Monday 
morning, February 9, burglars removed 
a quantity of sponges from the ware- 
house. The question on the retrial was: 
Did the loss occur before or after the 
effective time of cancellation of the 
policy issued by the plaintiff to the 
defendants ? 

time of the can 


The effective ee 








was 1201 am. Sunday, Februa 8, 
1942. The question put to the aeeae was: 
Did the defendants sustain a loss by 
burglary prior to 12.01 am. Eastern 
Standard Time, February 8, 1942? On 
the second appeal the insura ince com- 


evi dence of- 
consisting of 


pany contended that the 
fered by the defendants, 





circumstances only, was too flimsy to 
authorize the jury to speculate that the 
loss occurred before 12.01 a.m. Feb- 


ruary 8, 1942. 
After discussing the 
Federal District 


Florida law the 
Judge held that the in- 
surance company’s motion for a directed 
verdict should have been granted be- 
there was no evidence from whi 
liability could be fairly and sensenehie 
inferred. . 
The court said 
fa Mrs. C. with 


cause 





testimony 
reference to a truck 
she saw passing her home tied it into 
or connected it with the burglary. No 
reasonable man could arrive at the con- 


that the 








clusion from her testimony that the 
omcoae wi occurred before 12.01 a.m. on 
Sunday. Therefore no evidence existed 
trom what liability could be fairly and 


reasonably inferred. 

_No evidence identified the truck Mrs. 
C. saw with any truck the _burglars 
may have used. No evidence i lentified 
the occupants of the truck with the 








burglars. No evidence identified the 
sponges removed as those the defend- 
ants lost 


Loan Receipts 


(Continued from Page 26) 
sured 
| 


losses 


recoup its 
1out the 
, in oy" 2 wz 


diffi. 


and press in court to 
from the wrongdoer wi 
company appearing by nam 
avoiding unmerited 
cult to surmount. 

“The courts are not 
behind a ‘loan receipt,’ en- 
tered into between the par ties in order 
to condone its practice. 





disadvantages, 





Useful Purposes of Receipt 


“Insurance companies endeavor by the 
use of the loan receipt to accelerate pay- 
ment of insurance claims so tl 





indus- 





try will not be stifled, so 
not be made exorbitant, 
poor as well as the ri 
nessman as well as 
tion, may have the 
protection required for 

“Should not 


the courts strive to fur- 
ther the hold 


ends of justice 


DY uphol ing 
the ingenuity of businessmen rather 
than by attempting to impede and ob- 





struct proper business intercourse. The 
chaos now prevalent as a result of the 
differences existing in our courts, can- 
not aid the rance industry. It 
merely makes more work for the courts 
Why must such extraneous matter (the 
real party in interest) be brought be- 
fore a jury: 

“Now what is wrong with the ‘loan 
receipt’? The objection raised to its use 
comes from the alleged wrongdoer. He 
insists upon being confronted in 


court 
wit 





by the person wio at the time the suit 
is started, he considers possesses the 
claim against him. Is it because he 
afraid of a double lawsuit? And t 
can be the only legitimate reason. S 
tion 210 of the Civil Practice Act is a 
sound preventive, as well as the autl ori- 

mentioned above. The use of the 
receipt’ does not create such a 
It merely provides the name 
of the party in the action. It prevents 
the disclosure of the insurance com- 
pany’s name before the jury. It pre- 
vents one side from taking undue ad- 
vantage of the other.” 
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Stewart Heads Agency 
Dept. of Employers 


KILLIAN NAMED ASSISTANT 


b 


Reynolds and Stone Appointed to Newly 
Created Positions of Territorial 
Supervisors; Their Careers 

Edward A. Larner, executive head of 
the Employers’ Group Insurance Cos., 
announces a number of changes in the 
agency department set-up. 

James M. Stewart, for the past four 





James M. Stewart 


William J. Killian 


and one-half years assistant superin- 
tendent, has been promoted to the 
position of superintendent of the agency 
department. Succeeding Mr. Stewart as 
assistant superintendent will be William 
J. Killian. Clarence A. Reynolds and 
Henry S. Stone will be territorial super- 
visors, two newly-created positions. 

Mr. Stewart has been with the Em- 
ployers’ since 1934. Before being as- 
signed in 1936 to the agency department 
he served in various capacities. He be- 
came assistant superintendent in Janu- 
ary, 194. 

Mr. Killian started with the company 
in 1918 in the statistical department. In 
1932 he was transferred to the agency 
department. He has been there since, 
except for three years in the service, 
being discharged in 1945 with the rank 
of captain. 

Was Regional Superintendent 

Mr. Reynolds has been regional su- 
perintendent. He first became associated 
with the Employers’ in 1918,in the New 
York department. First an underwriter, 
succeeding positions he held were as 
manager of the western New York 
service department in 1929, superin- 
tendent of the New York agency and 
production department in 1931, resident 
manager of Rhode Island in 1942, then 
regional superintendent for the middle 
east and the southern states. 

Mr. Stone, before his promotion to 
the position of territorial supervisor, 
was superintendent of the reinsurance 
department. Mr. Stone became 
ciated with the Employers’ in the Lon- 
don office in the fall of 1938. The fol- 
lowing summer he was with C. E. Heath 
& Co., also in London. He came to the 
home office in Boston in October, 1939, 
and was sent to New York as a special 
agent in June, 1940. This position he 
held until he entered the United States 
Navy a year later. Upon his discharge 
from the Navy, he returned to Em- 
ployers’ as an underwriter in the auto- 


asso- 





ATTACKS CAL, SAFETY ACT 

Constitutionality of California’s auto- 
mobile financial responsibility act has 
been attacked in a suit filed in Su- 


perior Court at Los Angeles by Pedro 
Escobedo, a gardener of San 
Cal. 


Gabriel, 





C. A. Reynolds Henry S. Stone 


mobile and aviation department and sub- 
sequently was made superintendent of 
the aviation department. When that 
department was again merged with the 
automobile department, he became su- 
perintendent of the reinsurance depart- 
ment. 


U. S. F. & G. PLANS MEETING 





A. G. Supplee, Pittsburgh Manager, Ar- 
ranges Sessions at Bedford Springs; 
Officers on Program 


Following a successful agency meet- 
ing at Upper Saranac Lake, N, Y., held 
under sponsorship of the Syracuse of- 
fice, the United States Fidelity & Guar- 
anty Co. and the Fidelity & Guarantee 
Insurance Corp., will conduct a similar 
meeting at the Bedford Springs Hotel, 
Bedford, Pa., September 14-15. Approxi- 
mately 250 are expected to attend he 
Bedford Springs meeting. 

The Pittsburgh office has arranged the 
Bedford Springs convention, the man- 
ager of the office being Albert S. Sup- 
plee, who recently celebrated his forty- 
seventh anniversary with the company. 
The speakers will include Executive 
Vice President Josph F, Matthai; Vice 
Presidents Charles C. Conlon and Wil- 
liam F. Pyllen, and Associate Agency 
Director J. Dillard Hall. Other speak- 
ers will be Hilbert E. Foos, superin- 
tendent of the burglary department, and 
J. Harry Cross, of the law department. 

Assistant Manager George F, Avery 
will be toastmaster at the dinner on 
September 14, the speakers including 
3oard Chairman R,.Howard Bland, 
President Harry F. Ogden of the 
F.&G., and Pennsylvania’s Insurance 
Commissioner, James F. Malone, Jr. 


Honest 


or 
ishonest2 


Honest or dishonest? Nobod 





e knows. For not even an expert can tell by 
looking at an employee what his potentialities are for ti 


or evil. That’s 


why Fidelity Bonds are a necessity for big business and small. Not only 
do they replace stolen funds—but invariably they act as a deterrent to 
would-be thieves. “American” offers four different types of Fidelity Bonds 
—plus the services of an unusually capable staff of Bond experts. 





AMERICAN CASUALTY COMPANY 


OF READING, 


PENNSYLVANIA 


Fire Affiliate: American Aviation & General Insurance Company 








Jackson Assails ‘Kato = 
Assigned Risk Program 


ADDRESSES MOTOR OFFICIALS 





Says It Is Not Function of Insurance to 
Determine Who Shall Be Licensed 
to Drive Motor Vehicles 





Harold P. Jackson, president of 
Bankers Indemnity Insurance Co., as. 
assigned risk plan in his 
address before the annual meeting of 
the American Association of Motor 
Vehicle Administrators at Detroit, Sep- 
tember 7. 

Mr. Jackson, who is chairman of the 
National Committee for Traffic Safety, 
defined the assigned risk plan as a de- 
vice whereby a motorist, who is unable 
to buy liability insurance in the open 
market because of a bad accident rec- 
ord, may upon presentation of three 
written declinations by insurance com- 
panies have his risk compulsorily as- 
signed to a company. Mr. Jackson 
pointed out that this practice improves 
such motorists’ chances of license rein- 
statement or renewal by the Motor 
Vehicle Departments of states where 
the assigned risk plan is in force. 

“Many drivers have licenses because 
they are insured,” Mr. Jackson declared, 
“but it is definitely not the function of an 
insurance underwriter to decide who 
should be licensed. A great many of 
these assigned risks should not be li- 
censed at all but should be ruled off the 
highways by more effective and stricter 
licensing procedures.” 


Analyzes Traffic Problem 


Analyzing the general traffic accident 
problem, Mr. Jackson declared that the 
root of the trouble lies in the mental 
attitudes of 20% or less of licensed 
motorists toward safe driving and law 
obedience. He said that 80% of the 
people who enjoy the convenience of 
the motor car are decent citizens mo- 
tivated by the instinct for self-preserva- 
tion and an earnest desire to avoid 
injuring others. 

“Stronger laws sternly enforced must 
be levied against those who drink and 
drive, irresponsible drivers in the younger 
age groups, accident repeaters and those 
whose physical impairments preclude 
safe driving,” Mr. Jackson urged. 

He continued: “The time has come 
to stop pleading with people to be safe 
drivers and to tell them they must be. 
The importance of public opinion and 
support in this campaign is paramount.” 

Mr. Jackson congratulated the press, 
radio, motion picture and television out- 
lets for effective cooperation in promot- 
ing public consciousness of traffic safety, 
and particularly commended the current 
campaign by the American Newspaper 
Publishers Association, Newspaper As- 
sociation Managers, Inc., and the Na- 
tional Editorial Association. 


sailed the 


Praises Vehicle Commissioners 


Mr. Jackson congratulated the Motor 
Vehicle Commissioners on recent statis- 
tics produced by their association which 
indicated that they were bearing down 
with increasing severity upon unsafe 
drivers. 

“The Commissioners must have public 
support in their efforts,” Mr. Jackson de- 
clared, pledging the cooperation of his 
National Committee for Traffic Safety. 

“Our committee will continue to stim- 
ulate and guide its membership of 
eighty-five national organizations which 
in turn will provide the necessary lead- 
ership for public support of all aspects 
of the traffic safety movement,” Mr. 
Jackson promised. 


JOHN G. HARKNESS PROMOTED 


John G. Harkness, who has been asso- 
ciated with the United States Fidelity 
& Guaranty Co. since 1926 as an under- 
writer and supervisor, has been promoted 
to be an assistant manager in the South- 
ern California branch of the company. 
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New ABA Insurance Section Head 
A Leader Among Insurance Counsel 


Henry W. Nichols, who was elected 
chairmari of the Section of Insurance 
Law of the American Bar Association 
at its annual convention at Seattle this 
week, is one of the leading figures among 
insurance counsel, being vice president 
and general counsel of the National 
Surety Corp. 

Mr. Nichols’ career is a notable one, 
embracing experience as a practicing at- 
torney, in Government service and in 
insurance. He is well-known as a writer 
and spe iker on insurance subjects. 

Mr. Nichols is of British descent, his 








Lake City, "Utah, iar “Wz. 1891. His 
boyhood was spent largely in the neigh- 
borhood of steel and iron districts. He 
decided to study law and took a pre- 
legal course at Penn State College where 
he was on the varsity football team. He 
was a class officer and a member of the 
Liberal Arts Players Club. He joined 
Delta Upsilon, Scabbard and Blade and 
Delta Sigma Rho, honorary forensic 
fraternity. After receiving his A. B. 
degree from Penn State, he entered 
Columbia University Law School. 


Receives LL. B. Degree 


Receiving his LL. B. from Columbia 
in 1917, Mr. Nichols undertook to enter 
military service and was selected for 
the Plattsburgh Training Camp but was 
rejected because of sub-standard vision. 
In 1918, Hendon Chubb, then chairman 
of the United States Government’s ad- 
visory committee on insurance, invited 
him to come to Washington and assist 
in the work of the office which 
licensing and controlling operations of 











ABA Insurance Section 
Elects Nichols Chairman 


Henry W. Nichols, vice president and 
general counsel of National Surety 
Corp., was elected chairman of Section 
of Insurance Law, American Bar Asso- 
ciation, this week. First vice chairman 
is John F. Handy, general counsel, 
Massachusetts Mutual Life. Second vice 
chairman is Joseph Henderson, Phila- 
delphia lawyer. Continuing as secretary 
is Ralph H. Kastner, associate general 
counsel, American Life Convention. 

New Council members are Grover 
Middlebrooks, Atlanta attorney, and 
George Beechwood, Philadelphia. 





foreign insurance companies in_ the 
United States. Later he was put in 
charge of this office with the title of 
Chief of Trading With the Enemy 
Division of the United States Treasury 
Department. 


While Mr. Nichols was in Government 
Service, Carter Glass, then Secretary of 
the Treasury, appointed him as organizer 
and first head of the Teachers Retire- 
ment Fund for the District of Columbia. 
On his recommendation, this office was 
transferred by law from the Treasury 
Department to the Commissioners of the 
District of Columbia. For a time he also 
was associated with the general counsel 
of the Bureau of War Risk Insurance, 
where he supervised the handling of 
claims and originated amendments to the 
War Risk Insurance Act. In connection 
with the work of the Bureau of War 
Risk Insurance, now the Veterans Bu- 
reau, he made in the library of the 
Supreme Court of the United States a 
compilation of decedents’ estate laws, 
with annotations of all of the states and 
territories in the United States. 


Returns to Law Practice 
Upon the signing of the World War 





NICHOLS 


HENRY W. 


work of the Trading 
Division could not be 
terminated immediately and although 
Mr. Nichols wanted to return to New 
York to resume his law practice, he was 
unable to leave his work in Washington 
until April, 1920. On his return, he was 
associated with Chubb & Son for a year 
and then reentered law practice with 
the firm of Duncan’& Mount. 

In 1924, Mr. Nichols joined the old 
National Surety Co. as special attorney 
and in 1928, when Vincent Cullen, now 
president of the National Surety Corp., 
became head of the Greater New York 
department of the company, he joined 
him as general attorney in charge of 
the Greater New York department’s law 
and claim division. In 1934 he was made 
vice president and general counsel of 
National Surety. Corp. and in 1940 as- 
sumed the same titles with the newly 
formed National Surety Marine Insur- 
ance Corp. 

Mr. Nichols for some time has been 
chairman of the fidelity and surety com- 
mittee of the ABA insurance section 
and for the past year has served as 
vice chairman of the section. He is also 
a member of the executive committee 
of the International Association of In- 
surance Counsel. He is a member of 
the New York State Bar Association, 
New York County Lawyers Association, 
Maratime Law Association of the United 
States, Lawyers Club of New York 
and Echo Lake Country Club. 

Mr. Nichols lives at Westfield, N. J., 
where he has been president of the 
Presbyterian Men’s Club, Masonic Club 
and Masonic Association. He served for 
four years on the Westfield Board of 
Education. 


I armistice, the 
With the Enemy 


F. & D. Opens New Claim 
Office at Houston, Texas 


J. Harry Schisler, 
charge of the claim departments of the 
Fidelity’ & Deposit Co. of Maryland and 
its affiliate, 3onding Co. 
of Baltimore, announces the opening of 
a claim office in Houston, Tex., under 
the direction of Charles B. Barker, for- 
merly assistant claims attorney in De- 
troit. Houston claim work formerly was 
handled by the Dallas claim office. 


vice president in 


the American 


Mr. Barker has been succeeded in De- 
troit by 
the companies’ 
last spring. 
mains under the direction of 
Truitt. 


Richard Kanner, who joined 
field claim organization 
The Detroit claim office re- 
James F. 





C. W. FRENCH FUND VOTED 


Seaboard Surety Directors Set Aside 
$2,000 for N. Y. Insurance Society; 


Memorial to Late President 


The directors of Seaboard Surety Co. 
of New York have voted to establish a 
memorial to the late C. W. French, 
president of the company from 1933 un- 
til his death in October, 1946, in the 
form of a $2,000 educational fund. This 
fund, it has been decided, will be in- 
vested for the benefit of the Insurance 
Society of New York, Inc., and the an- 
nual income therefrom will be used to 
advance the general educational program 
of the society. 

C. W. French, graduate of University 
of Wisconsin, spent his entire business 
career in the insurance business. Al- 
ways interested in bringing promising 
young men into his organization, he 
likewise took a personal interest in their 
advancement. It was therefore felt by 
Seaboard Surety’s directors that the 
establishment of the $2,000 Insurance 
Society fund would meet with Mr. 
French’s complete approval. 

David C. Beebe, chairman of the so- 
ciety’s commemorative fund committee, 


Albert G. Borden, its president, and 
Arthur H. Goerlich, dean of the so- 
ciety’s school of insurance, have ac- 


knowledged appreciatively the C. W. 
French fund and express the hope that 
it will stimulate similar interest on the 
part of other companies and insurance 
groups. 


JOINS TER BUSH & POWELL 


Behnke, Graduate of Berlin University, 
Named Manager of Casualty Un- 
derwriting Department 

D. A. Ter Bush, president of Ter 
3ush & Powell, Inc., Schenectady, N. 
Y., announces the appointment of G. 
B. F. Behnke as manager of the casu- 
alty underwriting department. 

Mr. Behnke, a graduate of Berlin Uni- 
versity, has been in the insurance busi- 
ness for over seventeen years, which 
were spent with some of the leading 
casualty insurance companies in this 
country. During the past five years he 
has been doing very spec ialized insur- 
ance work and was in charge of coor- 
dinating special risk service facilities in 
connection with key accounts. 

Previous to entering the insurance 
business in 1931, Mr.-Behnke was asso- 
ciated with the American Express Co., 
for which organization he worked in 
3erlin, Paris and London. 


OPENS LEGAL DEPARTMENT 


Reed Named Counsel, White Associate 
Counsel, Employers’ Group; Gleason 
Supervises Department 
Warren G. Reed has joined the Em- 
Group Insurance Cos. in the 
capacity of counsel for a newly-created 
legal Working with Mr. 
Reed as assistant counsel is Thomas A. 
White. 
the supervision of Gay Gleason, 


ployers’ 
department. 


The legal department is under 
deputy 
manager and general counsel, 

30th Mr. Reed and Mr. White have 
had many experience -in 


years of legal 


matters pertaining to Employers’ busi- 
ness. 

Mr. Reed goes to Employers’ from the 
law firm of Sawyer, Hardy, — & 
Morrison, of Boston, where he has been 
engaged in doing considerable legal work 
for the Employers’ since 1935, except 
for three years with the United States 
Army. He is a graduate of Harvard 
College and Harvard Law School and 
is a member of the Massachusetts and 
the Federal Bars. 

Mr. White has been associated with 
the Employers’ since 1931 when he went 
there following his graduation from 
Northeastern University Law School. 
Successively he has been claim investiga- 
tor for the New England claim depart 
ment, head of the claim department in 
West Palm Beach, and Miami, Fla., su- 
perintendent of the claim department in 
Lowell, Mass., and chief supervisor in 
the New England automobile claim de- 
partment. During the war, as a naval 
officer, he was also engaged in legal 
work. He returned to the Employers’ 
following the war. Mr. White is also a 
member of the Massachusetts and Fed- 
eral Bars. 


Name Hemispheric Speakers 
For Mexico City Meeting 


The Chamber of Commerce of the 
Uniied States this week announced the 
list of speakers for the Second Hemi- 
spheric Insurance Conference to be held 
at Mexico City, October 25-30. Follow- 
ing are the speakers from the United 
States: 

Ralph Bradford, executive vice presi- 
dent of the chamber; John A. Diemand, 
president, Insurance Co. of North Amer- 
ica Cos., and James S. Kemper, board 
chairman, Lumbermens Mutual Casualty 
Co. 


Praises Charles Evans Hughes as 


Leader in Compensation Insurance 


The contribution made by the late 
Charles Evans Hughes, former Gov- 
ernor of New York and former Chief 
Justice of the United States, to the ad- 
vancement of workmen’s compensation 
insurance when he signed the original 
workmen’s compensation measure in 
1910, is recognized in a memorial reso- 
lution adopted by the Workmen’s Com- 
pensation Board of New York, Septem- 
ber 6. 

It was the leadership of Governor 
Hughes from 1906 to 1910 which 
brought about enactment of the first 
workmen’s compensation insurance law 
in the state, the resolution says, and 
“this early legislative recognition of 
the then novel principle of workmen’s 
compensation by the largest industrial 
state in the Union broke down the bar- 
riers of opposition and led the way for 
other states to enact workmen’s com- 
pensation legislation.” 


Victory Won in 1910 


The resolution points out that the 
1910 act was declared unconstitutional 
and a state constitutional amendment 
was necessary to make workmen’s com- 
pensation effective but, it declares, “the 


victory had been won in 1910 on the 
findings of the Wainright Commission, 
appointed by Governor Hughes to in- 
vestigate industrial accidents and the 


liability of employers for such acci- 
dents.” 
Millions of workers in New York 


State and elsewhere throughout the 


country have benefited through the 
years since 1910 and will continue to 
benefit from “his broad social vision 


and his effective efforts as Governor 
that resulted in enactment of New York 
State’s first workmen’s compensation 
law,” the resolution says. 

Expressing profound sorrow over the 
passing of former Governor Hughes, 
the resolution says in conclusion: 

“In behalf of those who, throughout 
the years, have labored in New York 
State to administer and make effective 
the benefits of workmen’s compensa- 
tion, which he fathered in behalf of the 
workers of this state, this board and 
staff gratefully record their recognition 
and appreciation of his leadership and 
of his notable achievements in behalf 
of social legislation and good govern- 
ment.” 
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Fraizer in Report on 
Discretionary Powers 


SPEAKS BEFORE ABA MEETING 


Gives Samplings of State Laws; Finds 
Supervisors Have Broad Authority; 
Cites McCarran’s Views 
Cecil C.. Fraizer, general counsel, 
Health & Accident Underwriters Con- 
ference, former Director of Insurance 
of Nebraska, made his report as chair- 
man of the committee on regulation of 
insurance companies at the meeting of 
the Section of Insurance Law of the 
American Bar Association at Seattle, 
September 6. The report related to dis- 


cretionary powers of State Insurance 
Departments. 
“The apprehension which shadowed 


continued state jurisdiction over the 
business of insurance in June of 1944 
was shortly pared by a challenge from 
the Congress that state laws provide 
regulation of the business,” 
“The self-styled mora- 
Law 15, as extended, 
provided almost three and_ one-half 
years in which the several sovereign 
states could adopt provisions to com- 
plete an all-encompassing code for the 
regulation of insurance. 


adequate 
the report said 
torium of Public 


“Tt was not without the counsel, 
draftsmanship and personal insistence 
of members of the insurance industry 
that the legislatures have now adopted 
rating and laws of a generally 
uniform c cter. Throughout the many 
industry-wide conferences on this prob- 
lem, there was always the unsettled 
question of the extent to which the 
business was not being regulated by 
state law. Not until the Department of 
Justice commences its first action or a 
pertaining to 





Congressional enactment 
insurance becomes law will we be in a 
position to see wherein a_ particular 
practice is not regulated by state law.” 
Quotes Senator McCarran 

Mr. Fraizer said that Senator Patrick 
McCarran of Nevada, author of Public 
Law 15, has expressed his unofficial 
opinion of the minimum requirements of 





state authority necessary to preclude 
the application of Federal laws and 
affirmative assumption of Congressional 





authority, thereby withdrawing the right 
from the states. 

Mr. Fraizer quoted Senator McCarran 
as saying that “continued silence on the 
part of Congress depends primarily not 
upon the extent or type of regulation 
imposed by the states or by any state, 
but rather upon the success of that 
regulation, That, in turn, will depend 
in large part upon the cooperation of 
the industry and the degree of self- 
regulation that the industry imposes.” 
McCarran believes, said Mr. 
Fraizer, that the state law should be 
explicit with respect to the practice 
which it is sought to regulate; probably 
it should be prohibitory rather than 
permissive; it should prohibit the par- 
ticular practice in accordance 
with specified procedure and subject to 
state approval, rather than in terms of 
permitting the practice in question. 

The Senator, said Mr. Fraizer, points 
out the necessity for machinery and an 
authority to exercise the state regula- 
tory power and believes that the law 
should lay down standards to 
govern the discretion to be exercised by 
such authority and should include pro- 
visions for public notice, an opportunity 
for hearing and some provision for ap- 
peal from the decisions made by such 
authority. 





Senator 


eran t 
excep 


1 
general 


Sampling From States 


To determine whether a state has 
asserted its authority and imposed its 
regulatory powers, said Mr. Fraizer, it is 
necessary to ascertain the existence of 
some lesser known provisions in a sam- 
pling from several of the states. “Tucked 
away in the codes of many states, often 
in unexpected places,” he said, “may be 
found some very interesting provisions 





Shelburne Studios 
CECIL C. FRAIZER 


of a general nature from which some 
very great authority to Insurance De- 
partments may be implied. Such powers 
are often of a ‘policing’ nature, relating 
to company dealings with policyholders, 
claim handling, advertising, conduct of 
agents and brokers, etc., and permit a 
wide discretion on the part of Depart- 
ments.” 

Quoting excerpts from the Massachu- 
setts insurance laws, Mr. Fraizer said: 
“The Insurance Commissioner of Mas- 
sachusetts is given very broad discre- 
tionary powers and is called upon to 
use his best judgment and discretion on 
many points for which there is as yet 
no definite yardstick.” 


Illinois, he said, gives very broad 
powers to its Director of Insurance 
while California “gives its Insurance 


Department generous police powers in 
connection with misrepresentation of 
policies and in connection with sus- 
pending or revoking agents’ or brokers’ 
licenses.” Few, if any states, he said, 
have reserved greater discretionary 
powers to the Commissioner than in 
the laws of California. 
New York State Laws 

As to New York State, Mr. Fraizer 
said that the Superintendent of Insur- 
ance is charged and invested by the 
New York Insurance laws with the 
rights, powers and duties as expressed 
or reasonably implied. The only limita- 
tions which the New York courts have 
imposed on the quasi-judicial exercise 
»f discretion, he said, are to exclude 
arbitrary, capricious and discriminatory 
conduct by the Superintendent, and he 
continued: 

“The subject of rating is an old mat- 
ter to New York and the courts have 
appeared most willing to have the 
Superintendent retain jurisdiction of the 
complexities involved. It has been held 
that before an assured can allege dis- 
crimination in rate classification against 
the insurer, it must be shown that the 
classification was not established by the 
Superintendent or that the Superin- 
tendent had refused to conduct a hear- 
ing thereon. The powers of licensure 
and examination confer additional pow- 
ers of rate supervision. 

“Other controls include the authority 
of the Superintendent to maintain and 
prosecute an action to obtain an in- 
junction restraining the violation of any 
part of the insurance statutes.” 

Nebraska Declaration of Principles 

In Nebraska, Mr. Fraizer said, as a 
declaration of principles by which the 
discretionary conduct of the office of 
Insurance Director is to be measured, 
the legislature has provided an initial 
section which might well be adopted as 
a compendium to his committee’s report: 

“.. the business of apportioning and 
distributing losses arising from specified 
causes among those who apply and are 
accepted to receive the benefits of such 








Dew Scores High Court 
Opinion in Munsey Case 


ADDRESSES ABA AT SEATTLE 


Says Only Congress Can Furnish Anti- 
dote for Harsh Results; Rude Shock 
to Established Procedure 

Win or lose, the surety companies 
will never have a better case than when 
they go to Congress and ask relief from 
the harsh results of the Munsey deci- 
sion, is the conclusion reached by Brax- 
ton Dew, associate counsel, Aetna Cas- 
ualty & Surety Co., after an analysis of 
the far-reaching effects of the 1947 de- 
cision handed down by the Supreme 
Court of the United States. 

Mr. Dew presented the paper, “Rights 
of Materialmen and Surety in Contract 
Funds as Affected by United States v. 
Munsey Trust Company,” before the 
fidelity and surety round table at the 
meeting of the Insurance Law Section, 





American Bar Association, at Seattle, 
September 7. 
The results of this decision, under 


which it was held that the Government 
had an overriding right of set-off which 
entitled it to pay itself debts due from 
a contractor which had no relation to 
the bonded contracts and the surety was 
compelled to sustain a substantial loss 
on contracts upon which there was no 
loss, came as a rude shock to the estab- 
lished procedure, Mr. Dew finds. He 
sees no recourse other than to seek 
relief through Congress. 

Must Modify Prior Assumptions 

During fifty years of corporate surety- 
ship, Mr. Dew said, there have been few 
judicial voices dissenting from ~the 
proposition that a surety which is com- 
pelled to perform the contract or pay 
the debts of a defaulting contractor 
should be entitled to the quid pro quo 
undiminished by the claims of strangers 
or by deductions for unrelated debts but 
the result of the Munsey decision brings 
the question of the extent to which prior 
assumptions and preconceived notions 
must now be modified. 

In the Munsey case, involving Gov- 
ernment contracts, “although there were 
no deficits on the contracts for the 
surety to make up, a fictitious deficit 
was nevertheless created, declared and 
sustained by the simple method of run- 
ning in other losses with which the 
surety had nothing to do.” 

As to the facts in the case: Aetna 
C. & S. bonded six small contracts of 
the Federal Contracting Corporation for 
the painting of post offices, but it de- 
clined to bond a seventh; apparently no 
other surety was willing to bond this 
seventh contract, so the Government re- 
let it and suffered a net loss of about 
$6,700 over the amount of the original 
bid. 

Bonded Contracts Completed 


All of the six contracts bonded by 
Aetna were completed but material bills 
were left unpaid and the surety, in ac- 
cordance with the terms of its payment 
bond, paid out $13,000 in satisfaction of 
these bills. On these six contracts, the 
Government after completion had ag- 
gregate retained percentages of approx- 
imately $12,500 and the surety asked that 
it be paid the total of the payments to 
laborers and materialmen made by it 
under each contract, to the extent that 
each contract balance was sufficient to 
permit such payment. The request was 
refused except to the extent of the 
balance remaining due the surety after 





service is public in character and re- 
quires that all those having to do with 
it shall at all times be actuated by good 
faith in everything pertaining thereto; 
shall abstain from deceptive or mislead- 
ing practices and shall keep, observe 
and practice the principles of law and 
equity in all matters pertaining to such 
business. Upon the insurer, the insured 
and their representatives shall rest the 
burden of maintaining proper practices 
in said business.” 





the Government had deducted the $6,799 
loss it has sustained on the unbonded 
post office. ; 

The Comptroller General stfstained 
the right of the Government td make 
the deduction, whereupon the Munsey 
Trust Co. was appointed as receiver to 
receive the uncontested portion of the 
fund and to bring suit in the Court of 
Claims in behalf of the surety for the 
amount remaining in dispute. 

The Court of Claims: reversed the 
Comptroller General and sustained the 
position of the surety on all points 
holding that when the surety paid the 
claims of the laborers and materialmen 
it was subrogated to all the equities jn 
their favor and the Munsey Trust Co, 
was entitled to recover the amount in 
dispute for the benefit of the surety. 


Supreme Court Reverses Decision 

The Supreme Court, in its turn, re- 
versed the Court of Claims and held 
that the surety’s assignment and subro- 
gation agreement from the contract was 
void as to the Government... and 
finally that there was no implied con- 
tract on the part of the Government 
with the surety to see that the full price 
originally agreed upon would be ayvail- 
able and forthcoming for the purposes 
of the job. 

After setting forth a number of pos- 
sible and probable repercussions of this 
decision, Mr. Dew declared that the 
sureties have been left in an impossible 
position by the Munsey decision. 

“After careful and protracted study 
of the whole problem by a subcommittee 
appointed by the surety law committee 
of the Association of Casualty & Surety 
Companies,” he continued, “the conclu- 
sion has been reached that nothing 
short of Congressional action will fur- 
nish a reliable antidote to the Munsey 
decision and opinion. Hence, that sub- 
committee, with the assistance of Alex- 
ander M. Heron of Washington, D. C, 
who represented the sureties in the 
Munsey Trust Co. litigation, has ten- 
tatively drafted a statute which is be- 
lieved adequate to cover the situation, 
and unless present plans change, the 
next or a later Congress will be asked 
to pass that or some similar statute. It 
is believed that the materialmen will 
also lend their weight to the passage 
of a corrective statute, because their 
interest is second only to that of the 
surety companies in restoring the bal- 
ance upset by the decision. If they are 
not concerned at its effect on them 
when there are payment bonds, they 
must certainly be concerned when there 
are not, and now the Secretaries of the 
Army and Navy are empowered with 
the authority to dispense with both per- 
formance and payment bonds at their 
pleasure on a broad range of contracts 
which may be made with their respec- 
tive departments. If there is no pay- 
ment bond on an Army or Navy project, 
as often happened during the last war 
and may happen again, materialmen 
may be the ultimate losers, because they 
will now find their difficulties increased 
if not insurmountable when they seek 
to impress a preferential equity on the 
contract funds remaining after com- 
pletion. 


Congress Aware of Practicalities 


“Of course, no one knows whether it 
will be possible to get any statute 
passed at all or what final form a 
statute may take. It should be said, 
however, that Congress on several oc- 
casions in the past has shown an intel- 
ligent awareness of the practicalities of 
the surety business and a keen insight 
into its problems. For instance, in 1934 
the Vinson Act was passed which would 
probably have made the sureties on 
performance bonds for Navy work liable 
for the return of all profits made by 
the contractor in excess of 10% of costs. 
This hazard was considered by the 
sureties too onerous to assume, and 
Congress, upon having the matter called 
to its attention, immediately amended 
the statute so as to give the sureties 
express relief. Likewise, the Renegotia- 


(Continued on Page 36) 
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New Jersey’s TDB Law 
Superior to Others 


H. G. Waltner Extols Its Experience 
Rating and Contributory Features 
In American Bar Ass'n Address 
Waltner, Jr., insurance and 


department, 


Harry G. 
social security Standard 
Oil Co. (New 
address on “New Jersey Cash Sickness 


Jersey) declared in his 


Law,” September 7, at the annual meet- 
ing of the Section of Insurance Law, 
American Bar Association, in Seattle 
that the most important single feature 
of the New Jersey program, when com- 
pared with those in effect in Rhode 
Island and in California, is the adoption 
of the principle of experience rating. 
He explained that the laws of the latter 
two states are financed by a “flat” tax 
of 1% of the first $3,000 of each covered 
worker's annual earnings. Thus, in 
those states, there is no relationship be- 
tween the premium tax paid and the 
risk attributable to the group insured. 

On the other hand, the experience 
rating provisions of the New Jersey law 
constitute, in principle, a sienificant step 
in the right direction, said Mr. Waltner, 
in that the experience of a group of em- 
ployes directly affects the tax exacted 
to finance the program. “Thus, there is 
a general allocation of the cost as be- 
tween based upon — their 
claims experience,” he said. 

The speaker pointed out that the New 
Jersey law in this respect follows sound 
American philosophy that the contribu- 
tions or taxes collected should bear a 
relationship to the cost of benefits. This 
has long been recognized in insurance 
practice and the principle has been 
adopted throughout the United States in 
respect to both workmen’s compensation 
and unemployment insurance. 


employers 


Other Important Incentives 


Mr. Waltner further declared that ex- 
perience rating tends to improve the 
general administration of the program 
by providing a financial return for neces- 
sary and desirable cooperation. Equally 
important, it offers the incentive of re- 
ducin the incident and duration of 
wage loss due to non-occupational acci- 
dent and illness. In this connection, the 
speaker told how some employers to- 
f beyond the statutory re- 
quirements regulating the safety and 
health of their employes. He is con- 
vinced that a direct financial incentive, 
such as experience rat the compul- 
sory costs of temporary disability bene- 
fits, should operate to reduce such wage 
Likewise, those establishments 
which provide the most healthful work- 
ing conditions possible and have estab- 
lished efficient, comprehensive industrial 








day go far 
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losses 











medical facilities will find that under 
experience rating provisions, they are 
receiving recognition for those. steps. 
They are thereby encouraged to con- 


efforts in this de- 
speaker. 





tinue and increz 

sirable direction, said the 
The Contributory Principle 

Mr. Waltner pointed to. the contribu- 

tory principle in the New Jersey TDB 

law as another outstanding advance. He 

pointed out: “In both Rhode Island and 








compuls« 
I 





I ry tax is placed 
entirely upon 

Jersey tax has been divided 
between employe and the employer. This 
contributory principle is essential 
a broad social and administrative stand- 
point, if there is to be an efficient, bal- 
ciple recognizes that both the employer 

| 

terest in, as well as a responsibility for 
the program. If a charge is imposed on 


California, the 
the employe. However, 
the New 
it 
from 
anced program. The contributory prin- 
I 
and the employe have a legitimate in- 
the employer, he may be expected to 


participate actively in the administration 
of the program i 
cial contribution, he will 
diligently for 


By reason of his finan- 
search more 


means and methods by 


which he can improve the general health 
and welfare of his employes so as to 
reduce the frequency and duration of 
these disabilities. 

“Lastly, but not least important, is the 
fact that in considering the enactment 
of such legislation, and in respect to 
its subsequent modification and amend- 
ment, the employer may legitimately 
advance proposals for the improvement 
of the program. That the employer has 
sound reason for being concerned is due 
not alone to his proper interest in the 
welfare of his employe, but also to the 
adverse effect upon the operation of his 
business which necessarily accompanies 
increases in time lost. Unsound provi- 
sions incorporated at the inception of 
the program or by subsequent amend- 
ment, may have substantial impact 
upon the costs of goods and services. 
For instance, the payment of cash sick- 
ness benefits, in addition to workmen’s 
compensation benefits—as is permitted 
in Rhode Island—has increased absen- 
teeism and the cost of workmen’s com- 
pensation. This adversely affects the 
employer, but more important, is detri- 
mental to public interest.” 


New Jersey vs. California Laws 


Continuing, Mr. Waltner said that 
California first adopted the principle of 
permitting the requirements of the law 
to be met through the operation of a 
private plan. However, the New Jersey 
law is definitely superior in this respect. 
“This arises largely from the fact that 
New Jersey has adopted the principle 
of experience rating,” he declared. “Cali- 
fornia exacts a uniform state plan tax 
of 1%, private plans which would ‘dis- 
criminate’ against the state fund cannot 
be approved. However, in New Jersey, 
such restriction is unnecessary. Cover- 
age by a private plan, the cost of which 
would be less than 1%, would pre- 
sumably be assigned a lesser rate if the 
employes are covered in the state plan. 
Coverage by a private plan, the cost of 
which would exceed 1%, if the employes 
were protected by the state plan, pre- 
sumably would be assigned a comparable 
higher rate. 

“There is no restriction. in the New 
Jersey law against the approval of a 
private plan on the basis that it dis- 
criminates against the state plan if all 
the employes of a given employer are 
covered by the private plan. The law 
does prohibit approval of a private plan 
if an employer places part of his em- 
ployes in the state fund and part of them 
in a private plan, if this would dis- 
criminate against this state plan. I be- 
lieve this restriction to be wholly un- 
necessary. It is probable that this clause 
was inadvertently left in the bill after 
amendments were adopted experience 
rating the premium tax. The original 
bill levied a uniform 1% premium tax 
on employes.” 

Before closing Mr. Waltner spoke 
briefly on the pattern of the benefit 
formula in cash sickness benefits pro- 
grams. So far as compulsory legislation 
is concerned, he thought that it should 
recognize the following factors: 


(1) A waiting period in respect to each dis- 


ability. This should be not less than seven 
days. 
(2) A weekly amount which is related to 


current earnings. This amount should approxi- 
mate 50% of such earnings. 

(3) A duration of benefits in respect to each 
spell of disability. Under such cond:tions, thir- 
teen weeks is a reasonable period, and should 
be subject to reasonable limitations applicable 
to recurring disabilities and to curb malingering. 

All three of the existing cash sickness 
laws fail in varying degrees to meet 
these specifications, said the speaker. 
He noted that the California plan pre- 
sents some improvement over the Rhode 
Island setup “in that the weekly bene- 
fit may be calculated on earnings which 
may be not more than nimeteen months 
prior to the first disability in the bene- 
fit year. (One year-beginning with first 
week for which a valid claim is filed), 
The weekly amount is substantially 50% 
of earnings and a one-week wa‘ting pe- 





F. T. CURRAN TO HOME OFFICE 


Heads Loyalty Group’s New Division to 
Handle TDB Business in N. J.; 
Prominent in A. & H. Circles 


Paul G. Garey, second vice president 
Loyalty Group companies in 


of the 


charge of A. & H. lines, announced this 
appointment 
supervisor of the 


of Francis T. 


newly 


week the 
Curran as 


FRANCIS T. CURRAN 


created statutory disability division at 
the home office in Newark, N. J. Mr. 
Curran will set up this division to handle 
the expected volume of business re- 
sulting from the enactment in New Jer- 
sey of the temporary disability benefits 
law as a part of the unemployment 
compensation statute. The Loyalty 
Group contemplates being a leading un- 
derwriter of TDB coverage. 

Mr. Curran has just returned from 
California where he made an intensive 
survey of the cash sickness disability 
law enacted there twenty months ago. 
In the course of his study he was gra- 
ciously assisted by the leading Califor- 
nia companies and the state adminis- 
trators at Sacramento. 

A prominent figure in A. & H. circles, 
Mr. Curran has been in this end of the 
business for over twenty years. Prior to 
joining the Loyalty Group in 1940 he 
was with the Continental Casualty, Em- 
ployers’ Liability and Union Indemnity 
serving in various field managerial ca- 
pacities. Since 1944 he has creditably 
supervised the A. & H. department in 
Loyalty Group’s New York office. A 
past president of the Accident & Health 
Club of New York, Mr. Curran has also 
served for over ten years on the lec- 
turing staff of the Insurance Society of 
New York, Inc. 





riod is required in respect to each dis- 
ability.” 

Compared with California, New Jer- 
sey’s plan offers a slight improvement. 
Said the speaker: 

There, the weekly benefit amount, in respect 
to any disability (not just the first disability 
in a benefit year) cannot be calculated on earn- 
ings which are more than eighteen months be- 
fore the commencement of the disability. Here 
again, the weekly benefit is slightly in excess 
of 60% of earnings. A one-week waiting pe- 
riod is required in respect to each disability. 

All three provide for benefits in excess of 
thirteen weeks in respect to a disability; Rhode 
Island providing twenty weeks, California and 
New Jersey, twenty-six weeks. While all three 
provide a limitation as to the amount of bene- 
fits which can be drawn in a 
twelve-month period, each is seriously defective 


one-year or 


in permitting extensive benefits during periods 
of unemployment. New Jersey is outstanding, 
as an individual may draw a combination of 
unemployment compensation and disability bene- 
fits for fifteen months without intervening em- 
ployment. 
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HAS COMPENSATION PROGRAM 


Industrial Accident Boards and Com. 
missions to Feature Medico-Legal 
Aspects at Convention Sept. 12-16 


Miss Mary Donlon, chairman, New 
York State Workmen’s Compensation 
Board and president, International As- 
sociation of Industrial Accident Boards 
and Commissions, has released the ad- 
vance program for the thirty-fourth an- 
nual convention of the association to be 
held September 12-16 at Hotel Commo- 
dore, New York. 

In attendance at this gathering will be 
workmen’s compensation officials from 
forty states and eight Canadian proy- 
inces, as well as from the Federal Goy- 
ernment and Puerto Rico. Labor unions, 
employers and insurance companies will 
also send representatives. Motivating 
theme of the program will be the 
medico-legal aspects of workmen’s com- 
pensation. 

One of the convention highspots will 
be a reception and buffet supper in the 
Waldorf-Astoria Hotel, tendered to 
workmen’s compensation administrators, 
members of their staffs and_ invited 
guests by the following insurance or- 
ganizations: American Mutual Alliance, 
Association of Casualty & Surety Cos., 
American Association of State Com- 
pensation Insurance Funds, State Insur- 


*ance Fund of New York, Self-Insurers 


Association, National Council of State 
Insurance Associations and the Associa- 
tion of New York State Mutual Casu- 
alty Cos. 


Charles H. Pritchard, Jr. 


Starts Reinsurance Career 
Following in his father’s footsteps, 
Charles H. Pritchard, Jr., has joined the 
reinsurance firm of Pritchard and Baird, 
99 John Street, New York, and is off 
to a good start in his reinsurance career. 
Young Mr. Pritchard was graduated 
from Princeton University in June and 


spent part of the summer in Mexico 
City studying at the University of 
Mexico. 


During World War II Mr. Pritchard 
served two years in the U. S. Marine 
Corps, enlisting as a private when he 
was in his senior year at high school. 
He spent his first sixteen months in the 
Marines at Princeton—completing two 
years of college in that time—and then 
went South for further Marine training. 
Commissioned a second lieutenant at 
Quantico, Va., in August, 1945, Mr. 
Pritchard was assigned to sea duty in 
the Pacific area. One of his assignments 
was to be in charge of the Marine 
contingent on a troop ship returning 
from the combat areas. 

Returning to civilian life in 1946 he 
completed his college work at Prince- 
ton and decided to make reinsurance his 
life’s work. 


Munsey Case 
(Continued from Page 34) 


tion Act of 1942 as originally passed 
would almost certainly have made the 
sureties on performance bonds _ liable 
for the return of all excessive profits as 
determined by renegotiation, but when 
this was pointed out, Congress by an 
amendment relieved them from that 
hazard also. 

“T am sure that Congress, at the time 
it made those amendments, had not the 
slightest idea that though the liability 
was being removed, the loss would 
nevertheless be imposed, by the simple 
method of taking the amount of the 
debt out of the contract price at the 
surety’s expense. The loss to the surety 
in dollars and cents is the same as if 
the direct liability under its bond had 
remained, and the Supreme Court itself 
is authority for the statement that ‘a 
given result at the end of a straight 
path is not made a different result 
because reached by following a devious 
path.’” 
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IN THE ACCIDENT & HEALTH FIELD 


SINCE 1897 MAKES 


YOUR LOGICAL 1ST CHOICE 


FOR A VOLUNTARY PLAN OF 


Cash Sickness Benefits in 


Continental’s voluntary plan of accident & sickness coverages under the New 
Jersey Temporary Disability Benefit Law offers you these outstanding features— 


First in Sewice 
Prompt, efficient Continental service builds . . . and maintains . . . employee 
good-will. 


First tn Benefils 
Continental group insurance plans lead the field in providing the broadest 
coverage, the most liberal benefits . . . at lowest possible cost. 


Fiwst in “Know-how” 
“Individually measured” Continental plans are founded on 51 years of pro- 
gressive leadership in the accident and health field. 


CHOOSE THE LEADER i ahaa mae all 


AMERICA’S No. 1 ACCIDENT AND SICKNESS INSURANCE COMPANY 






. an Ni 
Continental Casualty Company RE 
Write—Phone—Come In For Full Information or Assistance ACCIDENT & SICKNESS 
Eastern Group Office, 76 William St., New York City, Whitehall 3-8500 INSURANCE CO. 
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Successful Selling of A. & H. Ins. 
Within Easy Reach of All Producers 


By Jutrus L. ULLMAN 
Executive Vice President, W. L. Perrin & Son, Inc. 
New York City 


Julius L. Ullman, executive vice president of W. L. Perrin & Son, Inc., New York, and 


one of 


selling. 


himself with (1) an understanding of its fundamental purpose; 
explain its usefulness, and (3) appreciation of the role of private A. & H. 


the ablest of accident and health agency men 
the following article for the particular benefit of beginners in the field of A. & H. 
He maintains that this line is one of the easiest to sell if the broker or agent will equip 


has designed 
insurance 


in the metropolitan area, 


(2) confidence in his ability to 
insurance in conjunc- 


tion with non-profit hospital coverage and state disability benefits plans, 


As a guide for the successful selling of A. 


be gained, followed by a description of the A. & H. 
i He differentiates between wage earners and the 
risks, and stresses the advantage of selling protection for 
Having thus provided a working knowledge of the coverage available through 
Ullman offers helpful pointers on the all-important interview 


income security with policies ‘“‘made to fit.’ 
white-collar classes as insurable A. & H. 
the entire family. 
leading insurance companies, 
with the prospect, 


Mr. 


& H., Mr. Ullman first presents the objectives to 


technique in meeting the need for personal 


A careful perusal of the author’s views—representing the accumulated knowledge of years of 
experience in the A. & H. field—should convince those who have never sold an accident and sick- 


ness policy that this is a profitable line to concentrate upon in the months ahead. 


follows: 


One of the most perplexing problems 
confronting the average middle-class 
family man today in an inflationary pe- 
riod is that of continuing a steady in- 
come without interruption so as to main- 
tain his middle standard of living. 
Therefore, we undertake here the chal- 
lenge of finding the average answer to 
the income protection needs of the aver- 
age breadwinnner. Paradoxically, while 
the problem of a continuous income is 
one of primary importance, the average 
head of the family is so preoccupied 
with the acquisition of the necessary 
“take home pay” and its proper budget- 
ing to meet family needs that he over- 
looks the necessity for accident and 
sickness insurance to meet unexpected 
emergencies which with dev: astating 
force will interrupt his earning capacity. 

Such being the economic problem, it 
is your job and mine to be fully equipped 
to present A. & H. insurance in its most 
attractive aspects. We are backed in our 
sales efforts by an almost unlimited va- 
riety of coverages offered by dozens of 
service - minded insurance companies. 
Their “know-how” in providing: funds for 
family emergencies through “made to 
fit” plans of income insurance is avail- 
able to us. 

Family Needs Differ Widely 


You should recognize at the start of 
your A.&H. selling career that the 
needs of each family head you approach 
may differ widely. Much depends upon 
the hopes, saletionn or talents of each 
individual of the family notwithstanding 
the fact that family incomes may be 
parallel. Thus we should diagnose each 
case in a professional manner rather 
than prescribing one standardized policy 
to fit any and all situations. 

This is the procedure being followed 
today by hundreds. They do not set 
themselves up as perfectionists but they 
are increasingly proud of the progress 
made by the private A. & H. industry— 
in that the protection of our modern 
coverages has been extended to more 
than 25,000,000 policyholders who have 
been paid $600,177,000 in income dollars 
of accident and sickness benefits. These 
beneficiaries range from the unskilled la- 
borer to the highly paid technician or 
business and professional man. 

While such progress is commendatory 


we do not believe that the private 
A.& H. industry should rest upon its 
laurels. Increasingly we are faced with 


the challenge of governmental invasion 
of our domain; and while we have done 
much to provide plans which guarantee 
returns to the average man and his fam- 
ily above the social welfare level, there 


is still much to be done in raising income 
protection benefits to an adequate stand- 
ard of living level. 

We must also give credit where it is 
They 


due to governmental agencies. 


His article 


have worked constructively to remove 
the lower wage-earning classes from the 
rolls of the indigent and have clothed 
with dignity the method of relief pro- 
vided by Social Security and by the 
non- profit hospital, medical and surgical 
agencies. Gigantic strides have been 
made to date in protecting vast num- 
bers of workers under such plans but 
still the problem is far from solved. Re- 
lief from the best of any of these agen- 
cies provides the middle class wage 
earner with benefits only at the social 
welfare level, and as such are decidedly 
inadequate. The low level wage earners, 
the indigent and the uninsurable have 
benefited, to be sure, but we earnestly 
hope that eventually a more adequate 
plan will be evolved if the public is will- 
ing to foot the bill continuously. 

Meanwhile, what about our responsi- 
bility to the middle class wage earner 
or salaried man and woman? 

How We Meet the Problem 

Our years of experience in the ad- 
ministering of relief payments through 
“made to fit” accident and sickness plans 
have demonstrated that we can safely 
provide for replacement of 75% to 80% 
of the earned income of an insurable 
wage earner. Furthermore, this can be 
supplemented by special surgical and 
hospital benefits for the insured and 
his family. While we cannot provide for 
every contingency nor fully satisfy every 
economic strata, we can and do provide 
adequate assistance through our plans 
and thus guarantee security for the wage 
earner against total loss of all income. 
Thus he does not have to dig into his 
reserves or borrow to meet the con- 
tingent expenses attendant upon the loss 
of wages through disability due to injury 
or illness. 

This then, is “peace of mind” insur- 
ance and should never be neglected 
either by the family breadwinner or by 
his insurance counselor. It is truly a 
back-log of family protection, Blue 
Cross and any other non-profit low 
level benefit plans notwithstanding. 

Our method of handling the problem 
of reasonably priced individualized pro- 
tection is “fairly standardized” among 
the majority of A. &H. companies. The 
rate makeup is dependent upon age, sex, 
occupation of the applicant. The age 
groups are generally 16-49 at the low 
rate level; then 50-54 at a slightly higher 
level. On renewal, rates are usually in- 
creased again for health coverages at 
age 55. The coverages are generally re- 
newed through age 60 for health insur- 
ance and in some cases through age 65. 
Accident insurance only is sometimes 
renewed through age 75. The plans are 
controlled by the companies in that they 
are cancellable so that the rate basis 
may be protected and so that those 
who become chronically bad risks will 




















JULIUS L. 


ULLMAN 


not be permitted to overload the cost 
of operation. If there were not such 
precaution a general rate increase or 
even worse, withdrawal of some bene- 
fits or financial embarrassment to the 
company, would result. 


Plans Now Available 


Experience has shown beyond a doubt 
that except for cases of extreme bad 
luck in injury or chronicity in illness, 
the broad forms of cancellable cover- 
ages are geared to provide the best 
coverage for the largest numbers of 
wage earners. 

As an example, let us take the problem 
of an average wage earner who works as 
a route salesman driver. He uses a light 
delivery truck which he drives daily to 
cover his sales, making deliveries at the 
same time. He is 38 years old, married, 
one child, a girl of three years. He is on 


his way to establishing his family in 
comfortable circumstances on a middle 
class basis. He lives in an average 


neighborhood in a modest but modern 
apartment. For his four room walk-up 
apartment he nays $65 per month. Here 
is what we recommend for him: 

To supplement any coverage he al- 
ready has through the social insurance 
plans as a member of a union, work- 
men’s compensation or VA which do not 
cover for off-duty accidents or non-sery- 
ice connected disability, we offer low 
cost 24-hour a day protection against 
total loss of his income and _ hospitaliza- 
tion benefits. We know he has already 
purchased life and fire insurance. AI- 
ready he feels premium poor. He would 
much rather put his surplus money in 
a Savings account, easily accessible and 
easily spendable when the need arises. 
We would prove the weakness of this 
reasoning, show him the fallacy of such 
an undisciplined, unsupervised plan and 
encourage him to take a receptive inter- 
est in our plan of absolute security. 


This Plan Will Give Security 

Pay him while he is laid up due to accidental 
injury or disabling illness: 

$100 a month from the first day that he is 
unable to work whether the accident occurred 
on or off the job and will continue to pay him 
this monthly income as long as he lives and 
continues totally and continuously disabled, 
even for the rest of his lifetime. 

$200 under the same conditions if the acci- 
dent occurs as the result of a train, bus, taxi 
or other common carrier accident. 

or 

$50 a month for as long as six months if the 
accident only partially disables him or while 
recovering from a totally disabling accidental 
injury he is able to do partial work. 

$100 a month if such partial disability is due 
to a train, bus, taxi or other common carrier 
accident. 

$25 for any one accident if the injury re- 
quires medical attention but does not cause 
any disability. 

$5,000 payable in one lump sum if he suffers 
accidental dismemberment of both hands, both 
feet, both eyes. 

$2,500 payable in one lump sum if he suffers 





MAN or WOMAN 


One with a following among brokers 
and life insurance agents in New York 
City and vicinity, to represent an 
Accident and Health agency, full or 
part time. Outstanding policies and 
exceptional features create immediate 
interest. Write in confidence to, Box 
1818, The Eastern Underwriter, 4| 
Maiden Lane, New York 7, N. Y. 
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ISSUES WARNING ON LICENSES 





Malone Says Pennsylvania Licensing for 
Non-resident P s Is Not 
Being Heeded 


James F. Malone, Jr., Insurance Com- 
missioner of Pennsylvania, has issued 4 
notice to all fire and casualty compa- 
nies operating in the state, saying it 
has come to his attention that some in- 
surers, particularly in the casualty busi- 
ness, have been accepting business, 
effective in Pennsylvania, from agents 
or other producers in other states with- 
out insisting upon the possession by 
such persons of Pennsylvania non- 
resident agents’ or brokers’ licenses. 

The Commissioner says that in the 
processing of such business, most com- 
panies comply with the Pennsylvania 
countersignature statutes but many such 
companies do not seem to heed the 
statute which provides for penalties for 
acting as broker without a license and 
transacting business with an unlicensed 
broker. 

“Broadly interpreted,” the Commis- 
sioner says, “this statute prohibits au- 
thorized insurers and their agents from 
accepting insurance, effective in Penn- 
sylvania, from brokers not licensed by 
Pennsylvania. 

“Our statutes make 
surers to secure non-resident licenses 
for their agents in other states. Except 
where the retaliatory laws prohibit, this 
Department has reciprocal agreements 
under which it licenses non-resident 
agents and brokers by virtue of their 
license qualifications in their home 
states. 

“This Department recognizes the right 
of contract as between the non-resident 
and countersigning agents. How com- 
missions are to be split between these 
agents is left strictly to their own de- 
termination.” 
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accidental dismemberment of one hand or one 
foot or one eye. 

$10,000 if such double dismemberment is 
due to a common carrier accident. 

$5,000 if such single accidental dismember- 
ment is due to a common carrier accident. 


All these broad accident benefits are 
provided even if he should be qualified 
for compensation benefits. For sick- 
ness disability under the same policy the 
following benefits are payable: 

$100 a month due to toal disability resulting 
from disease and payable continuously during 
house confinement even for his lifetime. 

or 

$100 a month due to total disability resulting 
from disease and payable continuously for two 
months even if not confined in the house. 

(Benefits for illness disability start with the 
8th day.) 


This income insurance guarantees at 
least that there will always be rent 
money and some left for medicines or 
other fixed expenses. It is paid in ad- 
dition to workmen’s compensation bene- 
fit in such cases where the disability 
occurs while on the job or the benefits 
of his group insurance if the disability 
is not payable under a workmen’s com- 
pensation act. Of course, if neither of 
these latter supplementary benefits are 
available then the only benefits payable 
would come from the above income acci- 
dent and health policy. The cost of this 
liberal plan is only $63.50 annually. 


(To Be Concluded Next Week) 
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FIREMEN’S INSURANCE COMPANY OF NEWARK, NEW JERSEY 


ORGANIZED 1855 


w 


THE GIRARD FIRE AND MARINE INSURANCE COMPANY 


ORGANIZED 1853 


Ww 


NATIONAL—BEN FRANKLIN FIRE INSURANCE COMPANY of Pittsburgh, Pa. 


ORGANIZED 1866 


w 


THE CONCORDIA FIRE INSURANCE COMPANY OF MILWAUKEE 


ORGANIZED 1870 


Ww 
MILWAUKEE MECHANICS’ INSURANCE COMPANY 
ORGANIZED 1852 
Ww 
ROYAL PLATE GLASS AND GENERAL INSURANCE COMPANY OF CANADA 
ORGANIZED 1906 
w 
THE METROPOLITAN CASUALTY INSURANCE COMPANY OF NEW YORK 
ORGANIZED 1874 
Ww 
COMMERCIAL CASUALTY INSURANCE COMPANY 
ORGANIZED 1909 


Ww 


PITTSBURGH UNDERWRITERS - KEYSTONE UNDERWRITERS 


YALTY GROU 


Home Office: TEN PARK PLACE, NEWARK 1, NEW JERSEY 
Pacific Department: 220 Bush Street, San Francisco 6, Calif. 
Western Department: 120 South La Salle Street, Chicago 3, Ill. 
Southwestern Department: 912 Commerce St., Dallas 2, Tex. 


Foreign Departments: 111 John Street, New York 7, New York 
206 Sansome St., San Francisco 4, Calif. 


Canadian Departments: 465 Bay Street, Toronto 2, Ontario 
535 Homer Street, Vancouver, B. C. 
































TAKE A PEEK 





Here is a reproduction, in part, 

of our next national advertisement, 
telling how the insurance man, by 
selling Surety Bonds, serves America. 
This ad will appear in the 

September 6th issue 

of TIME magazine. 


7 
With us —Lis BZ DUstH1eSE, y In the planning stage... before a steam 


shovel takes its first big bite... the contractor 


Some call it “sidewalk engineering.”” We call it 
“‘surety.”’ The difference between those two expres- 
sions is the difference between a fascinating pastime 
and an important service. 

Our interest in the steady progress of a building 
project is a financial interest. We are in back of it 
in a most important way. 


secures a Surety Bond from his local insurance agent 
or broker. This bond provides financial assurance 
to owners of the project that it will be completed 
as planned. Without this assurance, many impor- 
tant building programs would never be undertaken. 

In this way, Insurance helps America grow, helps 
make jobs for American men and women. 


THE INSURANCE MAN SERVES AMERICA 


£7} 








The Employers’ Group consists of three sound, 
progressive insurance companies writing practi- 
cally all types of fire and casualty insurance, as 
well as fidelity and surety bonds. With the help 
of thousands of carefully chosen agents and bro- 
kers throughout the country, we serve people in 
all walks of life with planned protection programs. 


ie — 
The Employers’ Group 


Insurance Companies of Boston 


ONE LIBERTY SQUARE + BOSTON 7, MASSACHUSETTS 


THE EMPLOYERS’ FIRE INSURANCE CO. * AMERICAN EMPLOYERS’ INSURANCE CO, 
THE EMPLOYERS’ LIABILITY ASSURANCE CORP., LTD. 











